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iiiivABSTRACT
Gender inequality and poverty are two serious problems for developing countries 
where the majority of women have been victims of the cultural, socio-economic,
political, and environmental impacts of development. The gender dimension of poverty 
focuses on the dilemma of women, their multiple roles as women and their roles in 
alleviating poverty. The literature on women and poverty abounds with numerous cases 
and other evidence of women’s vulnerability and heavier economic and socio-cultural 
burden of poverty. Women are also known to be discriminated against in terms of 
economic safety, lack of basic needs support, work access, opportunities, and payment.
Despite these factors, women have a greater sense of responsibility and are more
accountable towards sustaining programs designed to alleviate poverty among the poor.
In Indonesia, as elsewhere in the world, micro-credit is being used as a major
vehicle which serves women for improving their wellbeing, reduce vulnerability, and also 
as a starter point to empower women. Using findings drawn from a study on the 
Indonesian Government policies and the implementation of two particular micro-credit
schemes, namely Tabungan Kesejahteraan Rakyat (Takesra) and Kredit Keluarga 
Sejahtera (Kukesra). This thesis explores the two basic and especially important issues of 
poverty and women empowerment. Firstly, it views poverty within gender and 
sustainability perspectives, and secondly, evaluates the impacts of the micro-credit
schemes under Takesra and Kukesra. The thesis argues that poverty reduction among
women is consistent with the concept of gender and development which is particularly 
reinforced within the sustainability agenda. The conditions to do so, however, have 
internal and external constraints strongly manifested in the operation of the micro-credit
schemes. The evidence from the empirical research conducted in three districts of Central 
Java, Indonesia - namely Brebes, Purbalingga and Cilacap - shows the first type of 
constraints to refer to weaknesses of the schemes themselves, such as incomplete and 
misdirected indicators for success, small size of available loans and long duration of 
repayment terms. The second refers to the socio-economic aspects of sustainability, 
including the economic conditions which do not allow market access to poor women and 
vcultural manipulations which result in overburdens to women. Both diminish the role of 
the schemes as a poverty solution.
From the analysis and lessons learned from best practices in other countries, it is 
suggested that the Indonesian Government policies need to be refocuses in order to deal 
with the internal and external constraints and allow for an advance to be achieved in 
poverty alleviation and women empowering. The Takesra and Kukesra schemes in a 
revised form based on the developed new model for micro-credit delivery, should 
continue to play a role in providing credit to poor women to encourage skill development
and capacity building, support the process of women empowerment and potentially 
contribute towards a more sustainable society.
Keywords: Women, micro-credit, gender and development, Takesra and Kukesra, 
sustainability, Central Java, Brebes, Purbalingga, Cilacap. 
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xixxxCHAPTER 1 
INTRODUCTION
Most women involved in the informal sector usually need credit to develop their 
business. This leads to widespread operation of micro-credit schemes (including saving 
schemes) in the community by government, non-government and financial 
organizations. In addition to financial incentives, many of these schemes list poverty 
reduction and women empowerment as their objectives (Zaman, 2000). Juggling these 
two objectives resulted in my curiosity to search detail about these schemes including 
implementation and their impacts. In order to have larger impact on women, I argue that 
analyzing the schemes from a gender perspective provides more insight into providing 
women with ‘an opportunity’ to empower themselves.
In Indonesia empowerment of women has become a well-known word in the 
development discourse since 1999. Schemes such as the government operated saving 
program (Takesra) and credit program (Kukesra) focus on increasing the economic
independence of women by providing access to credit and occupy center stage in the 
gender agenda. Their strategies are aimed at addressing the twin goal of poverty and 
gender inequality experienced by women from low-income families. Other examples of
micro-credit schemes from developing countries are the Grameen Bank in Bangladesh or 
the Self-Employed Women’s Association in India. However, the impact of such schemes
and their intervention within rural society seem to be unclear, particularly at the level of 
the household gender relations. In other words, not much is known about how micro-
credit empowers or fails to bring changes in women’s rights, role and status within the 
family (Bagati, 2002). Fatterman (1997) in his theory of empowerment claims that one 
of the basic steps toward empowerment is to examine current programs and to consider 
the influence on them of internal and external forces. Inspired by his empowerment
theory, I have engaged in an investigation of the two Indonesian government schemes
and examining their theoretical foundations as well as implementation with the intention 
to be able to develop a better understanding of what can work and provide better options 
for the rural women in Indonesia. 
1Although empowerment is seen as the basic solution to address the twin goals 
above, this is not easy task especially when there are multiple conflict of interests such 
as gender, class, culture and others (Young, 1993; Hartsoch, 1996). To deal with more
powerful parties, women have to generate resistance on the ground to recognize 
individual constrains and this develops the condition of possibilities for free from
poverty and gender inequality (Grimshaw et al, 2001; McNay, 1994 and Squires, 1999). 
Although giving women equal voice is a first step on empowerment, it must be pulled 
together and working out in order to increase output, gender equity and social progress 
(Hartsock, 1996 and UN, 1989).
This chapter introduces the context and significance of the study on income
generating schemes. It also outlines the aims of the study, leading onto statement of the 
research questions guiding the investigation. It also provides an overview of the aspects 
to be considered in later chapters. 
1.1. Background of the study
Local problems of poverty and gender inequalities are two issues which national 
and international institutions have tried to address through access to income generating 
schemes (saving and credit schemes) for many years in many different, especially third 
world, countries. These problems have not only become an issue belonging to individual 
developing countries, but have also involved the developed world. With the 
globalization era, income generating schemes have become a global solution for poverty 
eradication. Therefore there are three important contexts within which these schemes
should be analysed, namely international, national and local as described below. 
1.1.1. International context 
Pouring a small credit at rural areas to promote development has become an 
international solution, which has resulted in a universal trend all over the countries 
around the world. The earlier criticisms of the failure to include women in the benefits 
from development, resulted in change of strategy by providing micro-credit and 
especially targeting women. The rationale of this strategy is that micro-credit will help 
women to earn income, hence will help them have more voice in their domestic and 
public spheres including in decision making. The exclusion of women from financial 
2institutions and the operation of the financial world have prevented them from
participating in all facets of society, hence they were not given the chance for 
empowerment. Micro-credit is seen as a way to negate any mistakes of the pass and 
facilitate women’s empowerment. Some of the characteristics of micro-credit which 
reflect its nature are as follows: preference to women, no collateral, small credit, 
repayment on weekly basis, short term, high interest rate, lending group, peer-pressure 
and so on. As a global commitment, the success of micro-credit around the world cannot 
be separated from the success of the Grameen Bank of Bangladesh in pioneering micro-
credit to women in rural areas, which became a turning point for a new financial 
movement. This model was not only replicated within Bangladesh itself, but there are 
also replications in fifty-nine countries both in the developed and developing part of the 
world (Yunus and Jolis 1998, 182).
Another important signal for the significance of this trend is the 2-4 February 
1997 Micro-Credit Summit held in the United States. About 3,000 people from 137 
countries gathered to joint the summit in Washington DC. The active participants came
from various international institutions. For example, the institutions that participated at 
the plenary sessions were the US treasury (Robert Rubin), the president of the World
Bank (Jim Wolfensohn), the administrator of UNDP (Gus Speth), the executive director 
of UNICEF (Carol Bellamy), the executive director of UNFPA (Dr. Nafis Sadik), the 
secretary general of UNESCO (Frederico Mayor), the president of the CIDA (Guguette 
Labelle), the administrator of the USAID (Brian Atwood) and the president of IFAD 
(Fawzi al-Sultan) (Yunus and Jolis, 1998).
The importance of this summit was explained by the then US First Lady Hillary 
Rodham Clinton: 
3‘It (micro-credit) is not just about giving individual opportunity. It is 
about community. It is about responsibility. It is about seeing how 
we are all inter-connected and interdependent in today’s world. It is 
recognizing that in our country, the fate of a welfare recipient in 
Denvar or Washington is inextricably bound up with all of ours. It is 
understanding how lifting people out of poverty in India or 
Bangladesh rebounds to the benefit of the entire community and 
creates fertile ground for democracy to live and grow, because 
people have hope in the future’ (Yunus and Jolis, 1998, 277). 
This summit had several objectives, namely:
1. setting the stage to express the human creativity and endeavour to the poor; 
2. creating opportunities for hundreds of million of the poorest families to follow in the 
footsteps of the successful women who took a micro-credit;
3. inspiring the world by putting together all the good news of successful women who 
took micro-credit; and
4. building a will, capacity and end poverty in the world (Yunus and Jolis, 1998, 280). 
At the end of the summit, there was an achievement to commit to reducing absolute 
poverty globally by the year 2005 by raising US$21.6 billion in grants and loans from
the major sponsors such as Citicorp, Chase Manhattan and American Express to support 
micro-credit to reach 100 million poor families around the world and especially the 
women of those families (Rankin, 2001, 19). 
Echoing such kind of financial support, there were over 1,500 organizations 
engaged in practice for micro-credit lending represented at the summit (Ghate 1997, 56). 
They included government officials, international organizations, development agencies, 
financial institutions, academics, practitioners, and NGOs. Rankin believes that since 
1997 micro-credit programs targeting women have become a major feature of donor 
organizations for poverty alleviation and funding is likely to further increase in this 
century (Rankin, 2001). 
In the development of lending micro-credit, the donors themselves have 
organized and re-organized mechanisms for providing financial assistance to the 
recipient countries. In 2001 for example, several donor countries such as Australia, 
Canada, France, Germany and United States held a coordinated meeting to find the best 
4practice in micro-finance delivery (CGAP
1, 2001). One of the objectives of this meeting
was the donors’ desire to find the most sustainable and innovative model as an example
of best practice for income generating schemes. They believed that increasing awareness 
of the need for more in-country coordination between donors and that closer 
collaboration can be highly beneficial to all stakeholders in the sector. Even though there 
were often difficulties between those countries to acknowledge the best practice 
examples, there was a general agreement to translate the best practice of lending micro-
credit as best practice for a commercially oriented approach. However, if the best 
practice of lending micro-credit is translated into a socially oriented approach with 
social funds available for specific disadvantaged groups, according to the donor 
countries, this runs the danger of undermining the discipline and standards required in 
the micro-finance sector and particularly financial sustainability (CGAP, 2001). The real 
impact of micro-credit can only be understood if all aspects of sustainability are 
considered, including social empowerment and care for the weak in the society. 
The global picture of micro-credit through income generating schemes has the 
following characteristics: 
x There is wide recognition for the need of micro-credit;
x There are a number of organizations offering micro-credit ranging from international 
agencies (such as the World Bank, IMF and UNDP); national donor organizations 
(such as USAID, CIDA, AusAid and GZT); and NGOs (such as OXFAM, SEWA
and Grameen Bank); to private sector, such as the practice of money-lenders.
x There is a distinct need to find the best practice approach in delivering income
generating schemes to the most needing groups and individuals in society, especially 
poor women.
x There is a need to understand the social implications of micro-credit, and its role in 
women’s empowerment and achieving sustainable development.
1 CGAP is the consultative groups of donors countries launched in 1995 to co-ordinate micro-credit
   programs. It is hierarchically under the World Bank and has the location of secretary in Washington.
  Yunus hopes that CGAP will lead to the creation of a permanent poverty eradication program in the 
  World Bank rather than being simply a tactical gesture without real consequences on the ground (Yunus 
  and Jolis, 1998, 275).
51.1.2. National context: gender policy in Indonesia 
Since Soeharto’s rule of Indonesia from 1966, economic policies focused on 
macro level with the argument that the benefits from development will trickle-down to 
the poor. However, in reality there were wider disparities between the rich and the poor. 
Due to criticism of this development model, in the early 1990s the Government of 
Indonesia established several policies and programs to accelerate poverty alleviation. 
The programs were: Inpres Desa Tertinggal (IDT Program
2), Prosperous
3 Family Saving 
(Takesra) and Prosperous Family Business (Kukesra
4), Mutual Partnership between 
Large-Medium-Small Scale Business, and the Improvement of Quantity and Quality of
Cooperative Movements (Remi and Tjiptoherijanto, 2002, 95). The IDT and 
Takesra/Kukesra programs are different from common credit schemes since under these 
programs, creditors are given special treatment regarding interest rates and also a time
limit for returning the credit. 
The IDT program or Presidential Decree Program Number 5/93 concerning 
Poverty Alleviation was officially launched on 1 April 1994, the first year of the Sixth 
Five Year Development Plan. It has three important objectives, ie. to trigger and 
accelerate the national movement for poverty alleviation; to reduce social and economic
disparities in the community; and to reactivate the people’s economy by empowering the 
poor (Kartasasmita, 1997). 
After implementing the IDT program for two years, in 1995 the government
decided to link the program for family development with other poverty alleviation 
programs, namely the so-called Takesra and Kukesra programs (Remi and, 
Tjiptoherijanto, 2002, 96). There was a belief that Takesra and Kukesra were 
replacement programs of the IDT program, despite several differences in their 
characteristics. The IDT program had a general target, therefore women were excluded 
2 The IDT program provides a grant ranging from Rp.20 to Rp.60 million by the central government to
self
   -help groups in each ‘left behind’ village as ‘working capital’ to finance micro-enterprises of individual 
   members (Remi and Tjiptoherijanto, 2002,95). 
3 Making families “prosperous” is the government jargon used in Indonesia to mean taking poor families
   above the poverty line.
4 These two policies or schemes are the main schemes to be analyzed in this thesis and are described in
   Chapter 3. 
6in the implementation process. According to the 1996 National Family Data 
Registration, in 1995 there were still around 21.26 million (55.79%) families in 
Indonesia classified as a poor family (Remi and Tjiptoherijanto, 2002, 96). To solve this 
poverty problem and especially to support the development of “Prosperous Families”, an 
inter-ministerial cooperative was initiated in June-September 1995, which involved the 
Ministry of Agriculture, Ministry of Cooperatives and Small Scale Industries, BNI 
Bank, PT Post Indonesia (Indonesian Post Company), Badan Kerjasama Kota Seluruh 
Indonesia (Cities Cooperation Council) and the individual business enterprises. 
Furthermore on October 2, 1995 a join agreement was signed between a number of 
industrialists, called the ‘Jimbaran Group’. According to Remi and Tjiptoharijanto, the 
Jimbaran Group and government formed a partnership to provide 23 billion rupiahs
5 as 
initial capital for 11.5 million families outside the IDT villages, and this became the 
source finding for the government schemes Takesra and Kukesra (2002, 98).
Beside all these programs, during the economic crisis the Government of 
Indonesia and other donors recognized the need to establish social safety net programs to 
meet the decline in purchasing power of the majority of Indonesia’s population. These 
programs were embedded in the Community Recovery Program (CRP) and the Social 
Protection Sector Development Program (SPSDP), which aimed to directly help people 
in need (Remi and Tjiptoherijanto, 2002, 98). The CRP and SPSDP programs can be 
classified as ‘emergency’ or ‘ad-hoc’ programs for poverty alleviation during the 
economic crisis. Such programs are established according to the need. According to 
Remi and Tjiptoherijanto, the crisis itself has stopped being a purely monetary-economic
recession and has escalated into a far-reaching disruption of society as a whole (2002). 
The political instability and the threat to nation unity resulting from the crisis may
jeopardize all chances of economic recovery for many years to come. Nevertheless, once 
the economic performance improves, these programs will be terminated.
All the programs above intend to alleviate poverty, but according to Pamungkas
‘(a)ll those poverty alleviation programs are ‘inserted or marginal’ programs compared
to macro economic development program’ (in Dewanta et al., 1995). He believes that 
5 As at 8 July 2004, US$1 is equal 8,600 rupiahs or A$1 is equal 6,400 rupiahs.
7since 1966 Indonesian policies at macro level have favored foreign investment which 
explores the sectors with high economic return resulting in wider poverty disparities 
with the poor. This leaves rural areas to struggle even further and the pain of such 
policies is most strongly felt by women who predominantly bear the responsibilities for 
providing the basic needs of their families.
The focus of this thesis on the Takesra and Kukesra schemes because these two 
government schemes target women as their clients. In analyzing these schemes, it is 
important to understand their impacts on women to reduce poverty and empower them.
Besides, since 1978 Indonesia has started to involve women in national policies and a 
special attention has been given since 1999 to policies that focus more on gender issues 
in order to achieve gender equity and equality (Parawansa, 2002). It is interesting 
therefore to analyze in what ways the schemes fulfil the gender perspective as a main
message of gender policy. It is also important to understand how these schemes fit 
within the theoretical framework of gender and development and how they can enrich 
our knowledge of concepts and practices in development.
1.1.3. Local context 
In Indonesia, the importance of income generating schemes (especially micro-
credit schemes) for poor people has been obvious in the past and is in the present a part 
of their survival. Indonesia has a long history of combating poverty through micro-
credit. There have been different institutional names based in various localities and time
frames. For example, there was lumbungs (rice banks) in Java-Madura (1897-1932) and 
Nagari banks in Sumatra (1911-1929) (Fruin in Kuiper, 1999). According to Fruin, the 
schemes typically were mainly short-term, supplied small loans to households and 
micro-entrepreneurs, either for productive or consumption purposes, with weekly 
repayments, and charged high interest rate. 
In the present, the public and private sectors have been involved in running these 
income generating schemes in particular and other schemes in general. Examples of 
public institutions involved in these schemes are BNI, BKKBN, BRI, and others, which 
are operated at the village level. Besides, the private sector also runs income generating 
activities at the village level. Special efforts boosted these schemes when international 
8donors required local partnerships as well as national non-government organizations 
(NGOs) to take part in running their schemes. As a result, a high number of local 
organizations are involved as can be seen from the Table 1.1. 
Table 1.1: Estimated number of Indonesian NGOs 
by administrative level (mid-1990s)
Level of Activity Range  Type of NGO  Estimated Number 
Nasional (National)  LPSM and their network  100-200
Propinsi (Province)  LPSM and LSM  1,200-1,400
Kabupaten (District)  LSM 2,900-3,200
Kecamatan (Sub-district)  LSM 1,000-1,200
Desa (Village)  LSM and KSM  6,000-7,000
Estimated total  6,000-7,000
Source: Sakai, 2002, 166. 
             Note: LPSM denotes big NGOs
                       LSM denotes Non-Governmental Organizations (NGOs)
                       KSM denotes self-help group 
Most of the local organizations are small-scale NGOs working at kabupaten (district) 
and kecamatan (sub-district) levels and below. There is a sizeable number of medium-
sized NGOs working at the provincial level or in more than one province, but almost all 
Indonesian NGOs consist of small groups of members working to meet directly the need 
of local communities.
Their activities on the ground are varied (see Figure 1.1), however the highest 
number of NGOs are involved with small businesses and co-operatives. There number is 
more than 180 and the provision of micro-credit is of paramount importance for their 
activities.
9Figure 1.1: Fields of activities of Indonesian NGOs
Fields
                   Source: Sakai, 2001, 167. 
The NGOs are also concerned with gender and development as these issues are ranked at 
the fourth highest level as described in Figure 1.1, ie. almost 120. Overall, NGOs 
dealing with social and economic development are still the most numerous. The variety 
of projects is a natural result of the NGOs’ responses to local needs, but according to 
Sakai it is also an important strategy for obtaining outside funding (2002, 166). 
Therefore impacts of all those involvement on women are substantial, particularly when 
the objectives of their activities include eradicating poverty and empowering women.
Against this background, the current study is an attempt to shed light into the 
complex issues surrounding the role of micro-credit and its gender impacts.
1.2. Significance of the study
Most feminists believe that empowering women is one of the strategies to 
strengthen women’s position within society and the family. Providing income generating 
schemes is perceived as a practical solution in order to achieve this (Overholt et al,
1991). Involving women in such projects is an important policy because women as 
actors, rather than victims, can impose their own effort to change their life. Besides, 
10women not only manage economic activities within the household better than men, but 
also use the income more wisely (Gianotten et al, 1994).
In Indonesia, “Prosperous
6 Family Saving” (Takesra/Tabungan Kesejahteraan 
Rakyat) and “Prosperous Family Business Credit” (Kukesra/ Kredit Keluarga Sejahtera)
which have been run since 1995, are two government schemes aimed to pursue better 
family prosperity especially to alleviate poverty. Both schemes give priority to women
in rural areas rather than men as recipients of the government assistance. The Takesra is
a scheme from the central government to initiate saving awareness through providing 
basic saving amongst poor families. The Kukesra is a scheme to lend a loan to the 
poorest and poor women. Even though both schemes have been operating for more than 
5 years from 1995 to 2000
7, little analysis has been done of their impacts on women
although they are the main target of the schemes. If income generating schemes are 
believed to be a poverty solution, there is a strong need to investigate the impacts of 
such schemes on women as an individual and as a member of the family  (Utrecht, 1992, 
82).
There are also other developments in Indonesia concerning issues effecting the 
lives of women. A 1999 report from the World Bank requires women issues to be 
included in law curriculum at Indonesian universities (World Bank, 1999). From the 
brief description of the government schemes above, there is consistency between the 
importance of the schemes and expectation to enhance women’s issues into university 
curriculum. This study aims to contribute to the development of an appropriate women
studies collection
8. Analyzing the problems related to the schemes does not only 
contribute for recommendations to the schemes, but also is a part of raising gender 
awareness as well as building a bridge between the problems in the society and 
academic analysis. This study brings together the literature on gender and development
with sustainability.
6 The world “prosperous” is used to indicate the desire of the Indonesian Government to get the poorest
   families above the poverty line, It does not aim at achieving or creating wealth as it traditionally 
   interpreted in the western world.
7 The empirical data about the schemes for this study was collected in 2000. 
8 Besides, the reform also suggested that every faculty of law in Indonesia should accommodate any
   academic staffs and students who are interested in studying women issues. 
111.3. Aims of the study
The overall aim of this research is to address the issues of gender and 
empowerment in rural Indonesia by assessing the Prosperous Family Saving and 
Prosperous Family Business Credit schemes from a gender point of view and to examine
their implications for women. The detailed aims of this research are: 
a. to analyze the theoretical developments in the area of gender and empowerment;
b. to analyze the rural society in Indonesia, and the role of women in particular, 
including
    government schemes;
c. to analyze the women’s perception about Prosperous Family Saving and Prosperous 
    Family Business Credit; 
d. to analyze the impacts of the two schemes on the women;
e. to elucidate the involvement of any institutions in the schemes’ planning and their 
    implementation;
f. to compare these two schemes to other similar schemes and best practices from within 
   or outside Indonesia; 
g. to analyze the potential such schemes have to empower women and strengthen their 
    position within the society and the family;
h. to formulate recommendations for further government policies; 
i. to formulate recommendations for planning and monitoring of the projects; and 
j. to enrich the existing literature and theory on women and development.
1.4. Research questions 
This study will answer the following research question: 
“Are the two government schemes helping Indonesian 
  women in rural areas overcome poverty and why?”
This study looks at four components: context analysis, gender analysis, institutional 
analysis; and project analysis as mentioned below. Based on the aims of the study as 
12explained in the previous section, there are six inter-connected research questions, which 
will be answered: 
x What are the main descriptions of the schemes in terms of definition, group 
formation, targeted categories, stages of the schemes, mechanism of the schemes and 
indicators for success?
x What are the gender impacts of the schemes on women, particularly the division of 
labour and workload, access to and benefit from resources, women participation in 
decision making, and women’s and men’s expectations regarding the schemes?
x What are the institutions’ involvement in the schemes in terms of perceptions and 
attitudes of male and female staff regarding the gender issue, and institutional 
constrains and opportunities to implement the schemes?
x What are the best practices around the world in providing micro-credit assistance to 
poor women in rural areas?
x What recommendations can be drawn from the relative strengths and weaknesses of 
the Indonesian schemes in terms of outcomes from the perspective of the main
parties involved in the schemes?
x How has the Indonesian experience contributed to the understanding of the issues 
surrounding women and development?
1.5. Researcher’s location 
As a law lecturer and researcher at a public university in Central Java, my aims
in conducting this study are not only to understand and contribute to the broad picture of 
gender analysis, but also to find possible solutions to achieve better outcomes from the 
two analyzed schemes. This study particularly contributes to the study of law in terms of 
the legal framework to analyze the intertwined objectives of these schemes, ie. reducing 
poverty and achieving gender equality.
However, even though I come from the same province where I have conducted 
the empirical part of the study, it does not mean that there were no challenges in 
conducting this research as I have a different social background. In general, this could 
lead to a gap and difficulties in collecting the data. To eliminate this problem, I 
conducted interviews in an informal manner and spoke with respondents (especially 
13women) in their mother language (Javanese language) as this language is also my
mother tongue language. My perception is that with this method respondents were more
comfortable and felt free to express their opinions during the interviews. I was also 
helped by local supervisors and most of them come from the villages where the data was 
collected. As a result I was also able to collect more data as the supervisors also have 
been involved directly with the implementation of the schemes. The interview method
and assistance from field supervisors have a certain weakness in terms of subjectivity 
and the desire to inform only about the positive outcomes. To minimize this weakness, I 
have tried to crosscheck the data with other sources of information such as visiting 
women-borrowers in unplanned occasions and having chats with bank officials and field 
supervisors informally about the schemes and related issues.
The theoretical conceptualizing of the issues and the statistical analysis of the 
empirical data was carried out at Murdoch University. 
1.6. Settings and limits of the study
Settings of the study
Between November 2000 and January 2001, I collected the data by interviewing 
93 women, 24 of their husbands, and 36 local supervisors in the Central Java Province of 
Indonesia. I was helped by local supervisors and two research assistants. In addition, I 
also interviewed the Head of the National Board Family Planning Program
(BKKBN/Badan Koordinasi Keluarga Berencana Nasional) at the district level where I 
interviewed the women.  The following year i.e. end of 2001, I interviewed the former
minister of women empowerment of Indonesia. Early in 2004, I conducted telephone 
interview with one bank official and one field supervisor, who run the schemes. It was 
hoped that all respondents who were selected for their particular characteristics would 
demonstrate different perspectives towards gender issues and would therefore provide a 
rich source of data for analysis and interpretation. There is no claim that the results can 
be extrapolated beyond the sample interviewed. However the in-depth interviews using 
open-ended questions have provided a rich picture concerning the possible impacts of 
the schemes. In the analysis, some use is made of quantitative data but the main focus of
14this study is on qualitative research, which reveals the perceptions, expectations and 
impacts of the schemes in relation to the women.
            The first two chapters of this study develop the theoretical perspectives used as
an investigation tool. The literature review as described in chapter 2, includes poverty, 
gender analysis, gender and sustainability and theoretical impacts of income generating 
schemes. This is followed by Chapter 3 which describes the context for the Government
Schemes related to poverty including demography of the study, rural society in 
Indonesia, gender policy in Indonesia and economic overview of micro-credit in 
Indonesia. The description of the two Indonesian government schemes is placed in 
Chapter 4. Chapter 5 outlines the research methodology of this study, which includes 
method, population and sample, research approach, data collection, and data analysis. 
Chapter 6 provides the research findings in relation to the government schemes, i.e. data 
on gender issues, institutional issues and impacts of the schemes. For comparison,
chapter 7 describes best practice examples from home and other countries, namely
Bangladesh, India, Malaysia, China and two schemes from Indonesia itself. A discussion 
of the information collected is presented in Chapter 8. Finally, in Chapter 9 the 
conclusions and recommendations derived from the study are examined followed by 
suggestions for further research. 
Limits of the study
Due to the limited time and resources for the field trip in Indonesia to collect the 
data, this study targeted only small selected samples of women who took the credit. 
Besides, I was unable to get the complete data from all the husbands of those women as 
some of them were reluctant to give their consent to interview their husbands. This 
limitation, however, is reduced by my life experience about gender inequality and 
poverty as I have grown up surrounded by these two issues. 
1516CHAPTER 2 
THEORETICAL OVERVIEW 
The main aim of this chapter is to provide an overview of the theoretical advance 
in relation to the position of poor women as a disadvantaged group within the 
development process. Understanding the discourses on poverty and the progress in 
gender analysis is important to highlight the place of income generating schemes in the 
efforts to find a solution to the poverty problems, and particularly the way they relate to 
women. The first part of the chapter discusses the concept of poverty, which is followed 
by exploring the concepts of gender analysis and gender and sustainability. The chapter 
closes by reviewing the two main theoretical frameworks for the potential impacts on 
women of income generating schemes, namely women empowerment and poverty 
reduction.
2.1. Poverty
The United Nations has had the alleviation of hunger (or chronic poverty) on its 
agenda for the last forty years. In 1950s and 1960s most of the development work was 
directed towards increasing food production, reducing the population growth rate, and 
promoting the theory of trickle-down effect of economic growth (FAO, 1976). The most
important result from the UN World Food Conference in 1974 was its contribution to 
shifting the problem of hunger from the technical arena to a more social and political 
17one. The lack of adequate nutrition is no longer seen as a consequence from food 
shortage but as a result from the existing social and political situation which prevents 
certain sections of society from having adequate access to food. This shift was also 
reflected in the more recent work by FAO: ‘The causes of inadequate nutrition are many,
but the principle cause is poverty’ (Jonsson, 1984, 22).
This section tackles some important aspects of poverty which help to shed light 
on this very complex problem as well as move our understanding towards ways to find 
solutions. It explains the definition of poverty, categories of poverty, causes of poverty, 
safety nets, international law and poverty, and approach to poverty solution. 
2.1.1. Definition 
Poverty is described as a condition of having little or no wealth, or the relative 
lack of money or material possessions (Brown, 1993). It is a social and political 
construction linked to individual ownership, remuneration and valuation. The practical 
definition of poverty varies from one country to another as the conditions resulting in 
poverty also differ. Each country has its own criteria to define poverty. For example, the 
ownership of twenty-five acres of land can make people poor in a desert country, but 
rich in a fertile country (Junus and Jolis, 1998).
International agencies such as the World Bank and UNDP have used different 
evolving definitions throughout the years. They have particularly focused on the level or 
line which separates those who are in a position to have an income sufficient to maintain
the basic necessities of life and those who are not. The CGAP (Consultative Group to 
Assist the Poorest) and the Micro-credit Summit Campaign Committee have adopted 
“the definition of the poor as anyone who is below the poverty line, and the poorest as 
anyone among the bottom half of those below the poverty line” (Yunus and Jolis, 1998, 
70-71). More recently, the 2000 World Bank Development Report adopted a much
wider definition of poverty, “…which includes not only income shortfalls and low levels 
of health and education, but also powerlessness, voicelessness, vulnerability, and fear” 
(Bigman, 2002, 35). This is a much larger agenda to combat poverty because the 
solutions need to have characteristics beyond the solutions to enhance the materialistic
wellbeing.
18     The World Bank’s definition is consistent with the definition of poverty adopted 
by UNDP, i.e. poverty is defined beyond the material point of view. According to Nieto 
and Escoriaza (2001) ‘UNDP defines poverty not only as a lack of income, but also 
introduces the term capacity poverty, that will be quantified by the Human Poverty 
Index (HPI) having a consistent relationship with Human Development Index /HDI’. 
The index reports three basic capacities, i.e. life expectancy, knowledge and general 
economic supply. It means that the economy is only one of three indicators to define 
poverty, and survival and knowledge are also important. Nevertheless, the economic
aspects in many ways determine survival and knowledge in modern society. It is 
common practice therefore to use only economic measures to define poverty. 
In a Bangladesh context, for example, the poor are categorized into 3 groups 
(Yunus and Jolis, 1998), i.e. P1, P2 and P3 (or Poverty 1, Poverty 2 and Poverty 3). 
They are defined entirely on income as follows: 
P1: hardcore poor or absolute poor, the group covers the bottom 20 per cent of the 
population;
P2: bottom 35 per cent of the population; and 
P3: bottom 50 per cent of the population.
This definition of poverty in Bangladesh assumes that half of the population has 
inadequate means to access income, health, education or social and political power. It is 
a very different context from a developed country where the majority of the population 
is not considered poor. In Britain, for example, “poverty is defined as households with 
equalized incomes below 60 per cent of the median after housing cost” (Adelman, 2003, 
1). It means that the degree of poverty depends on the individual total income, the 
average income within the country and cost of individual house, with only 40 percent 
considered poor. 
In Indonesia, which is a developing country but in many ways more
economically advanced than Bangladesh, poverty is linked to capacity building and 
defined accordingly. In order to target families, the Indonesian Government categorizes 
families’ status into five stages of ‘family welfare’ (or Keluarga Sejahtera/KS). The 
world “welfare” is direct translation from the Indonesian “sejahtera”. Its use in English 
is somehow misleading as the common meaning of welfare refers to families which are 
19well above the average income level. The way welfare is used in Indonesia is to 
encourage families to get out of poverty and achieve economic stability. According to 
Takesra’s guidelines (1997) these five stages are ‘pre-welfare’ family (Pra-KS), KS-I, 
KS-II, KS-III, and KS-III plus, namely:
1. The first category is ‘pre-welfare’ families (Keluarga Pra Sejahtera/Pra-KS). This 
category covers the worst-off families. The pre-welfare families have not yet met
their minimal basic needs related to food, clothing, house, and spirituality;
2. Family Welfare I (KS-I) is the second stage of the classification. Such a family has 
already met its basic needs (food, clothing, house), but have not yet met non-basic 
needs, which include education, family planning, transportation and good interaction 
with family and surrounding neighbors;
3. Family Welfare II (KS-II) is defined as a family which has already fulfilled all their 
basic needs, however they have not yet developed their capacity so as to have some
extra money (savings) and have access to information.
4. Family Welfare III (KS-III) is already providing the basic needs for its members
economically and non-economically; however, it has not yet given regular 
contribution (such as material contribution) to its community, including employment
or other forms of participation in the market economy.
5. Family Welfare III plus (KS-III plus) is the highest level within this classification 
and refers to a family which has already met its basic needs economically, socially, 
psychologically, and has also developed financial security, and is being active to 
contribute within the community.
From the classification above, it can be said that the degree of welfare in Indonesia 
depends on three indicators, i.e. basic needs, spiritual needs and contribution to 
community. The basic needs include food, clothing, house and health. Spiritual needs 
include family planning, education, neighborhood connection, freedom of practicing 
religious believes and access to information. Contribution to community is perceived 
mainly as economic through employment and division of labor. The way the government
categorizes the level of poverty, is to put the basic needs, which are mostly material, in 
the first place, followed by spiritual needs and (economic) community contribution. 
20Generally, the Indonesian Government divides poverty into two categories, ie. poverty 
for economic reasons and poverty for non-economic reasons.
The total number from the poorest to the better off families is constantly 
decreasing. In 2001 for example, the percentage of Pra-KS, KS-I, KS-II, KS-III, and KS-
III plus, was 39.28; 19.72; 20.38; 17.06; and 3.56 respectively (BKKBN, 2001). This 
institution – BKKBN – is responsible for assessing the above categories including 
deciding which families belong to which categories. As basic guidelines the BKKBN’s 
field officers, namely PLKB or field supervisors, are responsible for collecting the data 
from the community and categorizing the families. Although most field supervisors or 
field officers come from those communities, deciding the category of poverty is not 
always easy because the standards are ambiguous. For example, a physical situation 
such as type of house is an ambiguous standard because this standard does not always 
reflect the degree of actual wealth.
Even though every country has its own different definition of poverty, there are 
similarities in these features. Poor or poorest people are generally excluded from formal
indicators of development (Atkinson et al, 1997). Atkinson et al. argue that it is a widely 
perceived failure of GNP to indicate what is happening to the wellbeing of the poorest 
21groups, and the desire to develop an indicator that raises the profile of the poor in the 
development process. Therefore they define ‘poverty as the inability to secure even a 
minimal standard of living’ (Atkinson et al., 1997, 143). 
The notion of basic needs itself is used differently by different parties, such as 
lenders, United Nations, researchers, and legalists (Zalaquette, 1984). According to 
Zalaquette, for international lending institutions, basic needs have often been a criterion 
for eligibility to support projects, while for the United Nations forum, basic needs are 
understood either as a ‘strategy’, as an overall ‘conception’ or as a ‘goal’ of 
development. He also points out that for researchers from the legal disciplines, the basic 
need conception is a legal reason to meet the basic needs of the poor by using a non-
legal approach until using the legal approach of violating human rights. 
In relation to micro-credit, the definition of poverty is very important for 
international organizations for analytical purposes and to identify each nation’s 
standards. Poverty also is a practically oriented concept as the main purpose of 
understanding poverty is to act for its alleviation or eradication. In order to reduce 
human suffering and insecurity. Yunus states that ’.. the purpose of defining who is poor 
and who among the poor are the most in need is not for theoretical perfection, but for 
operational strength’ (Yunus and Jolis, 1998, 71). Furthermore he stresses that 
‘…without firm demarcation lines of poverty, anyone working in the poverty alleviation 
(such as micro-credit) and trying to alleviate the worst suffering easily slips from the 
poverty zone into the non-poverty zone without ever realizing it’ (Yunus and Jolis, 1998, 
71).
2.1.2. Categories of poverty
As discussed in the previous section, poverty is country specific. There are, 
however, significant differences between developing and developed countries. It is often 
argued that there are two categories of poverty, i.e.: 
1. absolute poverty and 
2. relative  poverty.
The first category usually refers to poverty in developing countries, while the second is 
more characteristical for developed countries. Both absolute and relative poverty are 
22determined by a range of circumstances at the individual or family level. These 
circumstances which trap people in their poverty and make real improvement of their 
status impossible are called poverty cycles. The following section will elaborate on both 
these categories of poverty. 
Absolute poverty 
Absolute or also called ‘primary’ or ‘chronic’ poverty, means a lack of food, 
clothing, shelter, education, knowledge, health services and medical care (Aspin, 1992). 
Such kind of poverty is often witnessed in developing countries. This usually occurs 
when the amount of income, if any, is insufficient to meet basic needs of food, clothing 
and shelter, no matter how efficiently people manage their money (Aspin, 1992). Hunger 
usually arises out of chronic poverty (Eide et al, 1984).
Figure 2.1: Absolute poverty cycle 
Source: Aspin, 1992, 126. 
In this cycle, people are living in less than subsistence conditions, the individual 
is often malnourished with little money, little food and a lowered resistance to infections 
and diseases (Aspin, 1992). In many cases the lack of food causes the exhausted 
condition of the body described as chronic hunger. With lack of medical treatment,
23either as a result of ignorance of available services, actual lack of services or lack of 
money, malnutrition worsens. When this condition is combined with the inability to 
produce or buy food, the cycle perpetuates itself unless death intervenes. Absolute 
poverty is associated with low life expectancies, physical discomfort, distress and 
suffering. The absolute poverty cycle is presented graphically in Figure 2.1.
Relative poverty 
Developed countries also have poor people but the poverty in these countries is 
usually called relative poverty (Aspin, 1992). With the social welfare services, these 
countries have capability to assist people living in poverty in order to reduce the degree 
of physical suffering. Aspin defines, ‘poverty in developed countries is a situation when 
individuals and/or families have an adequate income to satisfy basic needs but their 
incomes fall markedly below that of the rest of the community’ (Aspin, 1992, 126). 
Hence they may be said to be in poverty relative to the rest of the community. Like 
primary poverty, relative poverty also perpetuates poverty as shown in Figure 2.2.
Figure 2.2: Relative poverty cycle 
Source: Aspin, 1992, 127. 
24From Figure 2.2, it can be seen that parents with low paid employment,
inadequate housing and unskilled jobs give birth to infants with a high risk of illness and 
death. Living in inadequate conditions, these children often do not have their basic needs 
satisfied, and education is given a low priority. Aspin argues that this dissatisfaction of 
basic needs occurs as a result of unwise spending (such as for drinking) or 
mismanagement of social benefits from the government (Aspin, 1992). Lack of 
educational qualifications leads to low paid and low status jobs with little opportunity 
for improvement and thus little opportunities for higher wages. As marriages also occur 
between individuals of similar socio-economic backgrounds, then the cycle of poverty is 
perpetuated.
Micro-credit has been recognized as a tool and international institutions’ strategy 
to combat poverty either in developing and developed countries (Rankin, 2001, 20 and 
Counts, 1996). It can support initiatives, which help to break the absolute as well as the 
relative poverty circle. The availability of financial assistance offers an opportunity as 
well as challenge to families to change their routine practices and hope for a better 
future. Examples of this are the Grameen Bank in Bangladesh, SEWA (self-Employed
Women’s Association) in India and WSEP (Women’s Self-Employment Project) in 
Chicago. Understanding poverty with its difference circumstances, such as socio-
economic, political and legal contexts as well as the cycle of poverty, is important before 
providing the poor or the poorest people with micro-credit and operating micro-credit
schemes.
2.1.3. Cause of poverty 
The theory cause of hunger by Jonsson (1984) is used to trace the roots of 
poverty. The two different notions of hunger and poverty are actually similar but imply a 
different degree of disaster. Hunger is a manifestation of chronic poverty, so that the 
victims (the poorest) cannot have food nor control over resources to produce food (Eide 
et al, 1984). The link between hunger and poverty is particularly strong in the case of 
absolute poverty. In the case of Indonesia, this will correspond to the ‘pre-welfare’ 
family status. 
25According to Jonsson’s theory, there are three dimensions to be considered to 
analyse the cause of hunger or poverty in a society. Those dimensions are: 
i. the depth of the analysis; 
ii. the various types of basic causes; and 
iii. the level of society at which basic causes exist (Jonsson, 1984). 
Depth of analysis 
In terms of the depth of the problem, the deeper the analysis, the more the 
complexity of the problem. However, this also leads to a larger number of options for 
long-term actions. It is possible to distinguish four general levels of analytical depth 
(Ljungvist et al, 1980) as presented in Figure 2.3. These are: 
1. symptoms or signs;
2. immediate causes;
3. underlying causes; and 
4. basic  causes.
     Symptoms or signs are directly observable manifestations of poverty in a society. 
These are mainly deficiency symptoms. They are usually not specific and may be caused 
by a number of different nutrient deficiencies or diseases in combination. Therefore it is 
difficult to base any action on the assessment of these symptoms, although the 
symptoms themselves do indicate that a problem exists. 
26Figure 2.3: Different levels of causes of hunger or poverty 
                Source: Jonsson, 1984, 30. 
     The immediate causes of hunger are inadequate intake of nutrients and disease 
(Call and Levison, 1973). The interaction between these two factors is important and 
well known (Gordon, 1976). If the patterns of disease and nutrient intake are known, the 
picture of hunger becomes clearer. It is impossible to select a number of health and 
dietary measures that can improve this situation.
     Figure 2.3 shows that the underlying causes of disease and inadequate nutrient 
intake in a society are many and complex (George, 1976; Dandeker and Rath, 1971), but 
27most of the factors are a result of unequal access among individuals or groups of 
individuals to, for example, goods, services, and other resources. According to Dandeker 
and Rath (1971), the production, distribution, and consumption of all these goods and 
services are determined by the socio-economic structure of the society including its 
political and ideological superstructure. 
The Figure also depicts the contradiction and the interrelations between the three 
components: the economy, political and ideological superstructures as the basic causes 
of poverty. These three components are mobilized for production of goods and services 
and determine how these are distributed. 
In order to understand why hunger exists, one has to understand the links 
between the different levels. Research and solutions at one level are not enough to solve 
the poverty problem. For example, in most developing countries where hunger persists, 
action at the level of underlying causes will not be enough to solve the hunger problem.
The action of pouring food aid per se to solve food shortages will not last long. 
Therefore in most cases of hunger and poverty, there must be a change in the socio-
economic structure as well as immediate response at all levels where hunger or poverty 
occurs (Jonsson, 1984). 
Types of basic causes 
Jonsson (1984) talks about five different types of basic causes of hunger, i.e.: 
historical causes, ecological and technological causes, economical causes, ideological 
and structural causes, and political causes. Once again, if the aim is to alleviate hunger 
and poverty, any actions should address the entire range of underlying causes. There 
cannot be an adequate technological fix, for example, such as high yield crops, if we do 
not consider the historical, ecological, economic, ideological, structural and political 
implications.
Society levels at which basic causes exist 
The third dimension is the level of society at which the causes of the problems
exist. The following levels can be identified (Jonsson, 1984): 
i. international level: mal-distribution of food among the countries; 
28ii. national level: mal-distribution of food among the regions/areas of a country; 
iii. area level: mal-distribution of food among villages (or localities of urban areas); 
iv. village (local level): mal-distribution of food among household; and 
v. Household level: mal-distribution of food among household members.
Being a broader phenomenon, poverty also exists at these levels of society and is linked 
to problems of mal-distribution or restricted access to all resources, not just food. 
Jonsson believes that hunger always manifests itself functionally at the individual level, 
but the underlying and basic causes may work at any levels (1984). The same applies to 
poverty. The alleviation of hunger and poverty requires action at the level of the society 
where the main causes are. When there is a connection in certain levels, the degree of 
their contribution leading to hunger or poverty should be examined.
In regards to the implementation of micro-credit to eradicate poverty, it seems
that micro-credit is a response to the underlying cause of poverty. It tackles the problem
of poverty at the household (or lowest) level. Success of micro-credit initiatives will 
consequently have impact on the broader levels within society. However the relations 
and impacts between micro-credit and other components from the different levels, as 
suggested by Jonsson’s theory, should be analyzed. 
2.1.4. Safety net 
Society in general has developed certain mechanisms to protect the vulnerable 
people exposed to difficulties or risks. This is particularly the case with poverty. These 
socio-economic mechanisms are commonly referred to as safety nets. For example,
safety nets are rescuing people who were temporarily excluded from the labor market in 
developing countries (O’Connor et al, 1998). According to O’Connor, such kind of net 
plays a role for survival of the people temporarily, but does not provide a way out of 
poverty, especially structural poverty. The main reason is because all resources that pour 
for safety nets’ purposes are on a consumption basis rather than productive basis. The 
exclusion of people from the labor market often occurs due to an emergency, that is 
situations beyond their control such as war, natural disasters, massive market
penetrations, economical crisis and unexpected obstacles (O’Connor et al, 1998). The 
safety net provides an immediate relief from the difficult situation but to provide long-
29term solutions to solve poverty, this mechanism needs to go beyond the supply of basic 
needs. It needs to contribute towards capacity building and skill development, which 
will ensure better chances in generating income. There is also need for cooperation 
between government, private sector and civil society (Haeruman, 2000).
Traditionally, society in developing countries such as Indonesia provides support 
to the needy through safety nets based around family and community links. Such nets 
are very efficient to assure instant comfort for a short period of time. However, in cases 
of absolute poverty which can affect the whole family, village or area, there are not 
enough resources to pour into such traditional safety nets. This is even more the case 
with emergency situations such as the economic and political crisis of 1997/1998 in 
Indonesia, which lead to serious social impacts. Unemployment increased to 13.7 
million, malnourished children were up to 3.3 million, and drop out children from
primarily and junior high school was up to 1.8 million (Haeruman, 2000). The National 
Bureau of Statistic reported that because of the crisis, unemployment increased from 3.0 
per cent in 1998 to 6 per cent in 1999 (BPS, 2000a). The traditional safety nets could not 
cope with such a situation.
As a response to this crisis, since 1998 the Indonesian Government runs a safety 
net program. It is an annual and top-down program. Initially it faced several obstacles, 
such as lack of preparation time, lack of awareness about the program, mis-targeted
groups, lack of mediators to deliver the services, as well as corruption (Haeruman,
2000). All these shortcomings were addressed at a 1999 meeting between government
(represented by the National Planning Board/ Bappenas) and important components of 
civil society such as labor organizations, women organizations, religious organizations, 
NGOs, academic institutions and research organizations. The meeting resulted in several 
commitments to be implemented in 1999/2000, i.e.: 
1. Transparent system for the application of the safety net program, including 
allocation and source of funding resources, as well as implementation steps; 
2. Socialization of the program in order to be understood by all involved parties, 
including the targeted groups and society in general;
3. Clearer criteria for target groups, i.e. using small unit within society such as schools, 
villages, or districts;
4. Civil  society to be actively involved in running the program;
5. The concept of sustainable growth to be introduced and developed within the 
program;
306. Simple mechanism and monitoring for the implementation of the program;
7. The need for accuracy and transparency of the data; 
8. Changing research system from purely quantitative towards a combined quantitative 
and qualitative one;
9. Standardization of successful programs;
10. Independent party involved in the monitoring process; 
11. Cooperation between government, NGOs, and the target groups; 
12. Women not to be separated into a particular (feminized) program, but should be 
integrated into all aspects of the program; and
13. The need of a legal process to anticipate misuse of the program, i.e. the formation of 
the National Information Central of Social Safety Net (“PIN-JPS” - Pusat Informasi
Nasional JPS) and Society Complaint Unit (Unit Pengaduan Masyarakat), including 
mechanisms at national, provincial, and district levels under the Regional Planning 
Board/Bappeda (Haeruman, 2000). 
             Detailed information on the safety net program for year 1999/2000 can be seen
in Table 2.1. This net consisted of several programs, i.e. food security, educational 
service, health service, productive works, and society empowerment. Table 2.1 describes 
the features of the safety net including the scope of the program, institutions in charge, 
total funding, and source of funding.
Table 2.1: Indonesian safety net year 1999/2000 
No. Programs Mechanism and
institutions in charge
Allocation (Rupiah in million) Funding
resource
Foreign aid Total
FOOD SECURITY 5.323 111.018 117.341
x Special market
operation, to
monitor the
excessive prices 
Logistic Board and 
Department of Home
Affairs
5.323 *1  5,323
x Development of 
raising chickens
in rural areas 
Department of 
Agriculture
57,305 57,305 SPL-OECF
(INP-23)
1.
x Development of 
small fisheries 
Department of 
Agriculture
54,715 54,713 SPL-OECF
(INP-23)
SOCIAL AND 
EDUCATIONAL
SAFETY
1,398,711 654,880 2,053,591 2.
x Scholarship and 
Department of 
Higher
Education
Department of Health 553,735 654,880 1,208,615 ABD 1623- 
INO
WB 4062-IND 
WB 4095-IND 
WB 4308-IND 
IDA 3188-
IND
IDA 3189-
IND
31x Scholarship and 
Department of 
Further
Education
Department of Further
Education
308,508 308,508
x Operational and 
maintenance
funding
SD/MI*2
Department of Higher
Education, Department
of Home Affairs and 
Department of Religion
536,468 536,468
STAMINA OF THE 
SOCIAL AND 
HEALTH SECTORS 
733,372 948,980 1,682,352
x Health sector  Department of Health 149,540 880,900 1,030,350 ADB 1623-
INO
ADB 1676-
INO
x Social sector  Social Department *3  33,922 68,080 102,002 ADB 1623-
INO
3.
x PMT-AS *4  National Planning
Board, Department of 
Home Affairs, 
Department of Health,
Department of Higher
Education, Department
of Religion,
Department of 
Transmigration,
Central PKK. 
550,000 550,000
CREATION OF 
EMPLOYMENT
1,000,000 1,000,000
x Urban
employment
initiative
Department Regional
Development
850,000 850,000
4.
x Initiative specific
for women
unemployment
Department Regional
Development
150,000 150,000
CIVIL SOCIETY 
EMPOWERMENT
792,009 792,009
x PDM-DKE*5 National Planning
Board and Department
of Home Affairs 
792,009 792,009
5.
x TOTAL
FUNDING
3,929,415
*6
1,715,878 5,465,293
Source: Haeruman, 2000. 
*1 Funding would be used for widespread the information of the program, and civil complaint. Rice
     subsidies will be adjusted based on necessity.
*2 SD/MI (Sekolah Dasar / Madrasah Iftidaiah – General Preliminary School / Religios Prelininary
     School) is a bloc grant for maintaining general and religion preliminary schools.
*3 This program will be managed by National Social Welfare Board (Badan Kesejahteraan Sosial
     Nasional) a substitute of Social Department (Departemen Sosial)
*4 PMT-AS (Pemberian Makanan Tambahan untuk Anak Sekolah) / Providing extra food for 8.1 million
     students. 
*5 PDM-DKE (Pemberdayaan Daerah dalam Mengalatasi Dampak Krisis Ekonomi) / a state sponsored 
program that works with Non-Governmental Organizations to fund local food and employment projects
*6 Addition with rice price.
32In term of funding resources, it can be seen from Table 2.1 that international 
institutions are involved in running the safety net program in Indonesia. The latest loan 
for humanitarian purposes is from CGI (Juoro, 2003). Foreign involvement, however, is 
not always a positive option especially when the funding is as a loan (Raharjo and Kolb-
Hindarmanto, 1998 and Juoro, 2003). Juoro (2003), Raharjo and Kolb-Hindarmanto
(1998) believe that loans (even if it is ‘soft loan’
*) are not appropriate for emergency and 
humanitarian purposes such as for a safety net, and argue that grants are a better way to 
offer support. Their position is based on two main reasons. Firstly, at the end of the day, 
the people themselves or their next generation will have to return the loan. Secondly, the 
notion of humanity is questioned especially when lending a loan with an interest even if
it is a soft loan, no matter how small its interest. Further discussion of the sustainability 
and suitability of such kind of programs is presented in Chapter 8.5.1 ‘Institutional 
Performance’.
The link between safety nets and micro-credit is close when we consider them
from the objective and duration in assisting the poor and the poorest. However, there are 
similarities and differences between them. Although both are tools to help the poor and 
the poorest in a situation of need, the purpose and time frame between safety nets and 
micro-credit are different. The safety net provides support only on a temporary basis and 
for consumption expenses in a situation of an unexpected crisis. Micro-credit, however, 
is basically given for productive expenses and has the potential to offer long-term relief. 
The situation in most developing countries is quite difficult where there is almost no 
distinction between consumptive and productive expenses among the poor and the 
poorest. Therefore the possibility to slip from using micro-credit for productive expenses 
as expected to consumptive expenses (as basic needs, e.g. food) is greater, compared to 
developed countries where consumptive expenses (basic needs) are assisted by the 
government through social security.
* Soft loan is defined as a loan with an interest below the bank rate (Yunus, Undated).
332.1.5. International law and poverty 
The core of the international law of human rights is to be found in the Universal 
Declaration of Human Rights adopted by the United Nations in 1948, and the two 
Covenants adopted (also by United Nations) in 1966 (Eide et al, 1984). They are 
Covenant on ‘Economic, Social and Cultural Right’ and Covenant on ‘Political Rights’ 
(Brownlie, 1995, 263). In this section I focus on the first covenant especially in relation 
to adequate food as an exercising right to be free from poverty. Article 11 of the 
International Covenant on Economic, Social and Cultural Rights proclaimed the right to 
adequate food as well as the right to be free from poverty. This article states as follows 
(Alston, 1984, 169): 
‘The States Parties to the present Covenant recognize the right of 
everyone to an adequate standard of living for himself and his 
family, including adequate food, clothing and housing, and to the 
continuous improvement of living conditions. The States Parties will 
take appropriate steps to ensure the realization of this right, 
recognizing to this effect the essential importance of international co-
operation based on consent’. 
From the second statement of Article 11 above “…State Parties will take 
appropriates steps to ensure the realization of this right…”, it is clear that the state is 
required to create conditions under which its citizens can fulfil the needs including the 
right to work, food, education, health and so on. Although the obligations of the 
individual under this system of human rights law are explicitly expressed only once i.e. 
in article 29 of the Universal Declaration of Human Rights, restrictions on an 
individual’s freedom does not impose on the freedom of others (Eide et al, 1984). 
As can be read from Article 11, the primary responsibility for respect, protection 
and fulfillment of human rights rests with the state. However the international 
community also has obligations to facilitate the realization of human rights. A basis for
this can be found in the Universal Declaration of Human Rights, Article 28, which 
states: ‘Everyone is entitled to a social and international order in which the rights and 
freedoms set forth in this Declaration can be fully realized’. 
34The problem arises when a state is unable, even given the necessary will, to fully
realize human rights. A state may be unable to do so because it is subjected to external 
threats, outside of it control (Eide, 1984). In this case, Eide (1984) proposes a strict 
internal discipline, thereby restricting the freedom of action of individual citizens. 
Similarly to any other states, particularly developing countries, the Indonesian State may
itself be unable, due to the present unjust international economic order, to fulfill the 
rights of its citizens to an adequate standard of living. 
In other words, the structure of the international order may result in severe 
limitations for some states, so that these states cannot accomplish fully their people’s 
rights. This will not be a justification for violating basic integrity rights of the individual, 
but it may be a reasonable justification for incomplete fulfillment of other rights (Eide, 
1984, 159). This way of thinking is consistence with Jonsson’s theory about causes of 
poverty or hunger. Marrying with these two theories I argue that the structure of the 
international economy should be altered in order for the states to be able to fulfil their 
obligation towards their individuals’ rights. 
In regards to micro-credit, it is necessary to understand in what ways 
international law affects the poor through giving micro-credit. In other words, analyzing 
both international law and micro-credit is important to find a possibility for their 
contribution to alleviate poverty. Giving a micro-credit access to women has been 
believed as exercising human rights (Binns, 1998). The rationale of this argument is that 
those women can benefit from running the credit to fulfill their basic needs. This 
straightforward logic can be questioned when women face more obstacles – as I 
described above – rather than benefits from the credit. Despite this it should be admitted
that providing the scheme is an initial way for exercising human rights. If micro-credit
as believed is an expression of human rights then the state plays an important role to 
solve these obstacles as an implementation of Article 11 of the International Covenant 
on Economic, Social and Cultural Rights as described above.
2.1.6. Approaches to poverty solution
Development literature offers two predominant explanations of transformation
from state-led to market-led approaches – one emphasizing the expanding role of market
35forces and competition in determining state economic policy, and another concentrating 
on the loss of state capacity (Jessop, 1994). Even though development is far more than 
economic growth and extends to social, political, cultural, environmental and gender 
concerns, economic growth remains as the main state goal of development (Harcourt, 
1994). In measuring the result of development itself, there are various frameworks
represented through concepts such as GNP or per capita income, self-reliance, the 
satisfaction of basic needs, and the respect and fulfillment of all human rights 
(Zalaquette, 1984, 145). As economic growth is still at the centre of the development
discourse, national and international institutions such as the state, IMF and World Bank 
usually measure development with GNP. The focus on the macro-economic approach 
leads to some critique of negative impacts of development such as increasing poverty 
(Harcourt, 1994). In responding to this situation, especially in reducing poverty as well 
as maintaining economic growth, there are two approaches, i.e.: 
1. top-down approach and 
2. bottom-up approach (Nieto and Escoriaza, 2001). 
The top-down approach, as believed by the World Bank, is important for national 
economic growth because the profit from the growth will also reach the poorest, and in 
this way the national poverty level will be reduced (Garson, 1996). The World Bank also 
notices that a market-led approach would not have the same desired effect on the local 
realities. Karin and Osada (1998) emphasize the failure of the top-down approach of 
poverty fighting, and oppose it to a bottom-up approach, e.g. micro-credit. This 
approach aims directly at the poorest. It considers that growth should start at micro level, 
then gradually which will help to grow at macro level. 
In terms of the right to sufficient basic needs, particularly right to food, Alston 
(1984) describes two approaches, i.e. maximalist and minimalist approach. The 
maximalist refers to adequate food, while the minimalist refers to freedom from hunger 
(Alston, 1984, 167). 
The effort to eradicate poverty through providing micro-credit can be compared
with the effort to combat AIDS. Nelson Mandela argues that two approaches are 
essential to combat AIDS, practical and political (Mandela, Undated). Providing micro-
36credit is a practical approach and altering an unjust economic structure is a political 
approach, both efforts are necessary for eradicating poverty. The impact of micro-credit
alone has been questioned when it is not complemented with an appropriate political 
approach.
From the above explanation of poverty, it is clear that poverty should be solved 
not only by addressing the symptoms, but also the basic causes of poverty by providing 
basic needs as well as altering the unjust economic order on the basis of humanitarian
grounds and that the state has the prime responsibility. Solving the symptoms will not 
reduce poverty as the latter is more influential than the former and will only reduce 
temporarily problems.
2.2. Gender analysis
Gender issues cover most of unequal gender relations and result in various 
problems in the societies, including poverty. Using gender analysis in the 
implementation of micro-credit schemes has been believed as a global solution to 
poverty problems among poor and the poorest women mostly in developing countries. 
This section describes gender analysis including definition, equality, framework,
strategies of gender intervention and approaches to development. Understanding gender 
analysis is an important component of this research because this analysis will be used as 
a tool as well as in formulating indicators for successful gender projects or programs.
The Indonesian Government’s Schemes will also be examined through the lenses of 
gender analysis in order to understand the impact they have for poor families.
2.2.1. Definition of gender analysis 
    The definitions of gender analysis vary from country to country; however, there is 
a similar essence among them, i.e. a comparison between men and women in all areas. 
According to the Canadian Government, gender analysis is ‘an approach that takes 
social and economic differences between men and women into account to ensure that: 
x potential differential impacts of policies, programs and legislation on women and 
men are identified; and 
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results for women and men, boys and girls’ (HRDC, Undated). 
This analysis is about collecting information, understanding gender trends in the 
economy and society, and using this knowledge to identify potential challenges and 
solutions in our daily work.
     A process of integrating gender analysis into all areas or policies does not imply
exclusion, but is inclusive into existing policies or processes. For example, the Canadian 
Human Research Development approach to gender analysis does not require an 
additional process, but to integrate gender considerations into all areas. Another example
on how gender analysis needs to be included in the existing subject is presented by 
OECD-DAC in its Development Assistance Manual. In their Principles for Effective Aid 
released in 1986, they state that incorporating women in development is as a ‘cross-
cutting issue’ (OECD, 1992, 89). This term is similar to ‘cross cutting theme’ used by 
the Canadian International Development Agency (CIDA, Undated-a), which promotes
gender equality through programs and projects in all of its other priority areas; namely
basic human needs; infrastructure services; human rights, democratization and good 
governance; private sector development; and environment (CIDA, Undated-b). 
      In Indonesia the term ‘gender’ was not introduced until 1999 (Parawansa, 2002,
71). Before then Indonesian scholars both women and men, still had a negative attitude 
towards terms such as ‘feminism’, ‘feminist’ or ‘gender’, therefore the terms ‘women
studies’ or ‘women perspective’ were preferred in the theory and practice (Sadli, 2002, 
82-83). A year after the first launch of the gender terminology, in 2000, gender analysis 
has been stipulated in item number 5 of the Appendix to the Instruction of the President 
of the Republic of Indonesian Number 9 year 2000, dated December 19, 2000. In this 
appendix, gender analysis as defined ‘is a process built systematically in order to 
identify and understand the division of work/roles between men and women, access to 
and control over resources of development, participation in the process of development
and benefits that they enjoy, unequal patterns of relationship between men and women,
which in its implementation shall consider other factors such as social classes, race and 
ethnicity’ (Inpres, 2000, 4). This definition especially focuses on ‘…process built 
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to acknowledge and include gender issues in its agendas. This is an important change 
because the attention and inclusion of gender issues do not only give a place for women
as wives and daughters, but also as individual human beings with the entire spectrum of 
relationships and positioning within society.
2.2.2. Equality 
The concept of equality has evolved through two stages, i.e. treatment-based
management and result-based management. Firstly, the debate on women’s rights 
involved obtaining the same treatment, opportunity and privileges for women as for men
(HRDC, Undated). Some very important reforms were made, such as women’s right to 
vote, and legal protection from discrimination on the basis of sex. This first concept – 
usually called ‘gender-neutral policy analysis’ – assumes that as long as men and women
are being treated in the same way by government policy, programs and legislation, there 
is no need to further consider gender issues (HRDC, Undated).
Secondly, equality is more concerned with outcomes, and governments must
consider and intervene if necessary when dealing with social and economic gender 
patterns. The reason behind this is that the same treatment to men and women does not 
necessarily lead to positive outcomes in many cases because of existing socio-economic
differences between them, where women mostly are left behind. Thus most governments
are committed to the notion of “substantial equality”, which recognizes that both 
freedom from discrimination and positive actions are required to arrive at ‘equal 
outcomes’ (HRDC, Undated).
To examine whether particular policies or programs discriminate against certain 
social groups or people, understanding the category of discrimination itself is important.
Discrimination can be manifested in two ways, i.e. direct discrimination and indirect 
discrimination. Direct discrimination occurs ‘when a person is treated less favorably 
than another person or group of persons in the same or similar circumstances because of 
race (color, ethnicity, national origin, nationality or descent), sex, pregnancy (the 
treatment must be unreasonable in the circumstances), marital status, age, sexual 
orientation, family responsibility, family status, political conviction, religious belief, 
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Indirect discrimination occurs ‘when an apparently neutral rule, policy or practice is the 
same for everyone, but has an adverse effect or result on particular groups and is not 
reasonable having regard to the circumstances’ (Murdoch University, 2000, 3). 
             The  second definition focuses more on outcomes, rather than preconditions
(treatments, opportunities, privileges). It allows to consider the real situation and for 
substantial equality to be achieved. Preconditions, however, are still important to 
achieve gender equality as they represent the vehicle to achieve equality. Therefore
putting in place favorable policies or programs for women is a must, even though this 
may lead to some questions of discrimination against men. This is a contested issue but 
as a matter of fact in any existing inequality including gender inequality, treatment-
based management could not solve the inequality because of the existing structures and 
traditions within society. Therefore there should be new policies put in place favoring 
the weaker and especially focussing on the outcomes of particular existing policies. In 
the case of gender, even though there is an argument that favoring women policy leads 
to discrimination against men, Robson describes this as a ‘positive discrimination’
(Robson, 2001, 151). This means that the policies or programs introduced in favor of 
women are a temporary tool and will be stopped when women achieve an equal 
condition with men.
International institutions such as UNDP in their Human Development Index have 
also introduced a 'gender-disparity adjusted' indicator. This adjustment alters the ranking 
of countries according to gender inequality, revealing the extent of disadvantage women
(CIDA, Undated-b). 
In Indonesia gender equality is stipulated in item number 3 of the Appendix to 
the Instruction of the President of the Republic of Indonesian Number 9 year 2000 dated 
December 19, 2000. In this appendix, gender equality is referred ‘to the state of equality 
between men and women in which they [are both recognized to] have equal 
opportunities and rights as human beings. Gender equality shall enable them to play an 
equal role and to equally participate in political, economic, social and cultural activities 
as well as in national defense and security, and to equally share the fruits of national 
development’ (Inpres, 2000, 4). 
402.2.3. The framework of gender analysis 
As earlier emphasized gender analysis currently focuses more on equal outcome,
instead of on equal pre-condition or treatment. To measure or describe the outcome is an 
important issue because the outcome reflects to what extent the government or 
government departments are committed to a gender perspective. In Canada for example,
the commitment to gender analysis has been accommodated by the Canadian 
Government through a framework of ‘result-based management and accountability’ 
(HRDC, Undated). This framework measures the results of any policies or programs to 
support and promote gender analysis within government departments. The main
outcomes identified in the result-based management and accountability framework are: 
1. increased awareness in the department of the network of gender advisors, gender 
issues and gender analysis, as well as increased acceptance of gender analysis; 
2. increased use of gender advisors’ expertise; and 
3. integrated gender considerations into departmental work on programs, policies, 
legislation, and service (HRDC, Undated). 
Gender analysis can be applied in different stages such as in planning, implementation
or evaluation stage of government schemes. In evaluation for example, it is important to 
incorporate gender issues into evaluation plans, so that the success of programs in 
meeting their goals can be studied from a gender perspective (HRDC, Undated). 
Similarly, it is important that gender analysis transcends all schemes’ activities. 
Targeting women is an important first step towards gender equality in regards to 
income generating schemes. However the schemes’ outcomes need to be investigated in 
order to know the impacts of their implementation. Gender policies researchers from
different countries believe that using gender analysis could solve economic problems,
which leads to better gender equality. This argument will be analyzed in the discussion 
at Chapter 8 of this thesis. A particular attention will be given to the outcomes and 
indicators for successful of micro-credit schemes.
2.2.4. Approaches to development
In developed countries, women’s position could be traced from the early phases 
of development cooperation in the 1950s and 1960s when there was an implementation
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beneficiaries in the development process. The anti-poverty approach of the 1970s was 
related to the basic needs strategy in most developing countries. This anti-poverty 
approach recognized that women had an important role to play in meeting basic needs. 
However, from both approaches – welfare approach and anti-poverty approach – it was 
only men who were seen as producers – in the context of self-sufficiency (Gianotten et 
al, 1994). 
The women’s situation in developed countries has influenced women’s situation 
in developing countries in terms of the application of feminist theory to development
issues. The underlying discourse in developing countries concerning women can be 
traced originally to Boserup’s study in 1970 about ‘Women Role in Economic
Development’ (Boserup, 1970). The basic concept of this study is that women should be 
emancipated into the process of development in order to achieve better status, this 
approach was called ‘Women in Development’ (WID). It was based upon the premise
that women were not yet integrated and that women's work had not yet contributed to 
national development (Gianotten et al, 1994, 12). Since then there has been other 
dynamic discourses originating from the Boserup’s concept, which shifted the emphasis
into two other approaches, i.e. ‘Women and Development’ and ‘Gender and 
Development’. All three approaches, however, overlooked the historically-based 
inequalities of power between men and women, in the economic as well as social and 
personal spheres (Nijeholt, 1987; DGIS, 1990). This section reviews the three related 
approaches – WID, WAD and GAD – in order to understand the main theory of women
and development.
2.2.4.1. WID 
Modern feminists introduced the term WID (Women in Development) for the 
first time in the United States of America during the early 1970s. They linked the status 
of women to their involvement in economic activity to earn money. It was argued, that 
in order for women to achieve equality between the sexes, women would have to be 
integrated into income earning activities (Rathgeber, 1990). If women are not integrated, 
they will be excluded from the benefits of modernization and be unable to access certain 
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place. To solve this problem, improvement in women’s access to income earning 
opportunities is necessary. This approach suggests that women not only need the training 
that men have available to them, they must also modernize by absorbing the values, 
which come and change with economic development.
 This approach, however, has limitations. It was recognized that the WID approach 
was too piece-meal and tended to tackle the symptoms rather than the roots of the 
problem (GZT, Undated). Dennis (1994) also recognizes this limitation. She admits the 
usefulness of the WID approach in the way that it shows what existing interventions can 
address women’s practical needs as an urgent and immediate solution (Dennis, 1994). 
However, she also argues that WID has less political sensitivity. Despite of certain 
limitations of the WID approach, it is clear that raising practical issues can lead into 
raising strategic issues because without fulfillment of immediate or practical needs, there 
is less chance to achieve the longer terms of strategical needs. According to Dennis 
(1994) women’s strategic interests address the possibility of changing power relations 
between men and women; whether economic, political or social. 
The WID as an approach to integrate women in economic activities in order to 
improve their marginal position within development, has a similar ideological 
underpinning to women and micro-credit. Micro-credit is believed to be an appropriate 
and practical solution to global poverty, and a useful way of reaching gender equality 
between men and women. A WID approach will be used to analyze the solution of
micro-credit with a special focus on its rational. Whether this approach gives benefits to 
women will be explored through the case studies presented in this thesis and in 
particular in relation to the Indonesian Government’s income generating schemes.
2.2.4.2. WAD 
The WAD (Women and Development) approach is particularly concerned with 
the impact of the international economic system on women. In the second half of the 
1970’s, Marxist feminists became interested in analyzing the negative effects of the 
modernization theory as it was applied to policy. Young for example, had often 
criticized the WID approach of the 1970s for neglecting a number of the obstacles faced 
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involvement in the public sphere led to heavier responsibilities because of the household 
chores, which they also had to contend with. In other words, by becoming part of the 
labor market ‘they are over-burdened with additional tasks and responsibilities’ (Young, 
1993, p.5). According to WAD, modernization does not improve women’s economic
situation, but can in fact worsen it because of women’s new responsibilities in the work 
place as well as their responsibilities for household chores.
Socialist feminists argue that the categorization of society into two spheres – the 
productive and the reproductive – has been used to undervalue women in the family. It is 
evident that Engels was concerned with this issue when he stated: 
According to the materialist conception, the determining factor in 
history is, in the final instance, the production of immediate life. This 
again, has two characters: on the one side, the production of the 
means of existence food, clothing and shelter, and the tools necessary 
for the production: on the other side, the production of human beings 
themselves, in the propagation of species (Engels, 1972).
Women’s status in the public sphere in a market economy was, therefore, linked to their 
perceived primacy as a dependent housekeeper. As a result, men also have more power 
within the domestic sphere because of their capability in providing material needs such 
as food, shelter, and clothing,
Socialist feminists believe that the patriarchal structure in which men dominate
women is shaped by capitalism. However, there are differences amongst socialist 
feminists as to the relative role of capitalism and patriarchy in the oppression of women.
For example, Marx (1969) emphasized capitalism as a main cause of sexual inequalities. 
The socialist feminist Mies, however, disagrees with Marx, saying that women’s
oppression was a result of the fundamental relations of men’s power in pre-history. She 
states:
Women and men acted upon their natural environment with 
qualitatively different bodies. Women as bearers of children and 
carers of the families, experienced their entire bodies as productive… 
Men, however, unable to produce through their bodies, were forced 
to rely on tools in order to make their productive contributions. 
However, men’s hunting tools were basically a means of destruction 
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humans as well as animals (Mies, 1980). 
From Mies’ definition it is clear that the distinction between women and men is based on 
a functional approach. The WAD approach agrees that sexual inequalities occur because 
of the capitalist system, even though they are more concerned with gender relations, as 
mentioned by Mies. 
The critique of WID by socialist feminists is based on their analysis of the 
specific ways in which women are affected by the infusion of capital into Third World
countries. They maintain that not all women are affected in the same quality by the 
process of modernization. Stoler’s study (1977) of agricultural modernization in rural 
Java is a case to this point. Stoler observes the differential effects of mechanized rice-
hulling which replaced the earlier method of women pounding rice. The women from
the lower classes, had no option but to accept the alternative income opportunities that 
were available, whereas women from the upper social classes were free to enjoy both the 
time and capital in more lucrative trades (Stoler, 1977). Mies’ study also shows that 
young women in Ardhra Pradesh in India were marginalized by large multi-national
companies in term of low and unequal wage, as well as low position (Mies, 1980).
The grim economic performance figures, such as the massive increasing debt of 
developing countries, lead many theorists to argue that feminization of poverty is a 
structural feature of capitalism in Third World countries (Bandarage, 1984). Thus the 
structural analysis provided by Marxists is inspiring for the analysis of the women’s
problem of integration in development. Nevertheless focussing on this problem alone is 
not enough. Studies conducted by socialist feminists indicated that gender equality could 
not blame patriarchy alone without examining its linkages to class structures and global 
capitalism (Mies, 1980 and Leacock and Etienne, 1980). They pointed at the wider 
politic, economic and cultural contexts within which sexual inequality exists. Their 
analysis has helped to locate the Third World countries within an integrated world 
capitalist system. Such a perspective also helps to realize that even though sexual 
stratification is a problem, in reality it is linked with other factors such as class and 
imperialism.
Although involving women through micro-credit is believed to be a response of 
combating global poverty and empowering women, micro-credit moves away from the 
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means that this tool does not address structural inequality especially in the global context 
as stated by Thinker: ‘WID advocates and practitioners, because their objectives is to 
influence the development community, tend not to raise basic theoretical issues but 
rather seek to adjust current development practices to include and benefit women’ (1990, 
48). From the point of view of structural inequalities, WAD is an appropriate approach 
to be used because it focuses on what is missing and what is a limitation in the previous 
approach of development – WID. In the micro-credit context, however, GAD allows for 
better positioning of women and for successful and empowering micro-credit schemes.
2.2.4.3. GAD 
The GAD (Gender and Development) approach came about in the 1980’s. This 
approach links relations of production to all aspects of women’s life (Rathgeber, 1990, 
493). Similar to WAD the fundamental thought of this approach is to find a solution to 
why women are still oppressed by men in the home and the work place. The GAD, 
however, is more focused on grassroots solutions to the marginalization of women
through the development process than WAD with its emphasis on structural change. 
Young believes that the conceptual framework of GAD is built upon a number of traits 
such as: 
x Women are involved in development in particular ways; 
x A focus on women alone is inadequate to understand the opportunities for 
women to act as agents of change; 
x Women are not a homogeneous category, but are divided by class, colour and 
creed;
x Social organisation and social process are important for the analysis of 
gender relations; 
x The totality of women’s and men’s lives has to be the focus of analysis; 
x Women are not passive, nor marginal, but active subjects of social processes 
(Young, 1993, 134). 
Based on the ideas of GAD, Young (1993) believes empowering women is seen 
as the basic solution to addressing the problem. Rathgeber (1990) and Sen (1990) 
propose a holistic approach to empower women. They argued that to empower women,
they should be given an equal voice to recognize the full spectrum of their knowledge, 
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Giving and recognizing their equal voice alone, however, are not enough to empower
them, as stated by Hartsock: ‘Our understanding of power must be rooted in and defined 
not simply by women’s experience but by the systematic pulling together and working 
out of liberatory possibilities present in that experience’ (1996, 45). 
Interestingly, the United Nations also have the same idea about empowering
women to solve their problems and, as a 1989 report states ”…empowering women for 
development should have high returns in terms of increased output, greater equity and 
social progress” (UN, 1989, 41). The GAD stresses the ‘bottom-up’ rather than the ‘top-
down’ approach in development of society. According to Kabeer, there are three ways to 
empower women:
1. the power within transforming consciousness and reinterpreting needs; 
2. the power within solidarity and alliances; and 
3. the power to mobilize for change (1994, 245, 253, 256). 
There are similarities between Kabeer’s and Hartcock’s ideas to empower women, i.e. 
systematic effort to mobilize change either by solidarity and alliances, with giving 
women an opportunity to express their voice as a pre-condition for seeking 
empowerment.
Empowering women is not an easy task especially when there are multiple
conflicts of interests, i.e. gender, class, culture, and others. With all these different 
interests within one setting demanding more power for women to empower them, entails 
the idea of imposing one’s interest into other’s interests. Hartsock (1996) argues that the 
most challenging male power is not to enter into competition for power, but bring and 
practice the feminist theory of ‘power to’. Further Squires (1999) questions the rejection 
of the competitive notion of power as important and therefore argues the demand of
women for empowerment without thereby denying it to others. 
Empowerment, according to Alsop (1993), can be featured in either practical and 
strategical gender need approaches. From the strategic point of view, interest needs are 
“…related to gender division of labour, power, control and may include such issues as 
legal rights, domestic violence, equal wages and power control over their bodies” 
(Moser, 1993, 39). To solve the above problems, Moser, believes that women need to 
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to the subordinate position of the women themselves.
Practical gender needs, however, require direct solution to inadequate 
circumstances (Moser, 1993, 40). Inadequate living standards as a result of problems
with water provision, health care, and employment, for example, need to be addressed 
immediately through solutions such as providing hygienic water, women health 
programs, and job opportunities for women. The implementation of strategic needs, 
however, faces several difficulties due to hostility from development agencies and from
many women who are in subordinate position. This hostility occurs as a result from
conflict of interests either financially, socially and culturally. To solve these difficulties,
there are two important responses (Hutchison and Jacka, 1996, 8). The first response is 
the bottom-up approach or empowerment. This approach stresses the promotion of 
empowerment, self-reliance and autonomy amongst Third World women. Secondly, it is 
the combination between strategic and practical gender needs. The combination aims to 
raise self-awareness and provide direct solutions to daily problems. Less job 
opportunities in India, for example, could be solved by lending money to the women in 
order to carry on small business, so that they have more status in the family and in 
society (Lyon, 1991, 172-96). 
In reality, practical and strategical gender interests often cannot be clearly 
separated (Osterhaus, 2001). Thus the solving of practical problems, for example,
promoting the income of women by providing micro-credit to them to set up or improve
their business, can at the same time help strengthen their self-confidence, increase their 
mobility and economic autonomy, hence help change the relationship between women
and men (Osterhaus, 2001, 9).
To turn from practical gender interests to strategical gender interests however, is 
problematic. This is because the interests of women can be jeopardized when women’s
interests have to face other more significant and more powerful interests, such as class 
interest or groups’ interest. In the micro-credit schemes for example, one of the 
important objectives is to eradicate poverty. Channeling women to micro-credit is an 
important factor for poverty solution; other factors resulting in poverty and in particular 
preventing women from successful participation in micro-credit schemes, however, 
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women have to generate resistance on the ground to recognizing individual constrains 
and this constitutes the condition of possibility for their freedom (Grimshaw et al, 2001; 
McNay, 1994 and Squires, 1999). The micro-credit schemes allow the women’s
resistance to achieve freedom from poverty as well as to achieve gender equality.
Using GAD is an appropriate approach to do so because it does not only 
integrate women in development through micro-credit as proposed by the WID
approach, or finds a limitation for successful micro-credit schemes as proposed by 
WAD, but focuses on successful outcomes of micro-credit, which involves men and 
women to meet their practical needs (direct solution of poverty or to meet basic needs), 
and hence strategical needs (raising self-awareness of gender equality). This is possible 
through empowering women at the grassroots level as a bottom-up approach (Kabeer, 
1994).
In line with the GAD approach, running the schemes in the rural areas, the 
Participation Rural Appraisal (PRA) is believed as the ‘best and the most important’ tool 
for rural development especially from participation point of view (Schlapfer, 2002, 21 
and McGrath, 2000, 23). According to McGrath in relation to PRA: 
‘It is not automatic for women, like poor population groups such as 
poor women, to take an active part in the preparation and planning of 
projects. There has to be the will to involve them, and the process 
must be organized. To be an ‘active participation’, there is a method
which is appropriate for participants i.e. Participatory Rural 
Appraisal (PRA). It gives, in particular poor population groups such 
as poor women and women with limited mobility better chances of 
participating. The other advantage of a procedure is that the people 
affected analyse their own development constrains and opportunities, 
and develop solutions which build on previous local initiative’ (2000, 
23).
To test whether this tool gives a new insight into the development of gender approach in 
rural settings or not, and whether this tool is the best tool for women or not, Chapter 8 
elaborates the connection between micro-credit, PRA and GAD. 
492.2.5 Gender projects 
A significant effort has been made throughout the years to pay a special attention 
to women through projects aimed specifically at them and which are supposed to support 
and empower them.
2.2.5.1. Definition of gender projects 
Before elaborating further about gender projects, it is quite important to 
distinguish between gender projects and women’s projects because both terms are used 
to show different focus. Osterhaus defines gender projects as ‘projects, which have as 
their specific goal the achievement of equal rights for men and women, and which 
support partner government’s efforts to achieve this goal’ (2001, 11). By comparison,
women’s projects ‘are projects, whose target group is exclusively female’ (Osterhaus, 
2001, 11). Some authors see the two concepts as overlapping. For example, White – 
defines gender project as a ‘project which has interest in women’s issues and has two 
characteristics, i.e.:
1. This project is targeted women (or a women-focussed); and 
2. Applying a gender awareness at all stages of the project’ (1995, 267). 
Other authors emphasize the connection between women’s projects and gender 
projects as a policy process. This can be seen from the analysis and stance adopted by 
Halford (1992). She points out that ‘women’s initiatives have been set up to promote the 
interests and welfare of women. This means analyzing the gender content of existing 
policies, devising new positive policies and implementing them’ (Halford, 1992, 160). 
Furthermore she states that, the ability of particular women’s initiatives to implement
change is shaped by a variety of factors including resources, political commitment and 
leadership and the degree and nature of political mobilization in the local area. 
The two definitions of women’s and gender projects proposed by Osterhaus and 
Halford outline differences interpreting those two terms. “Women’s projects” has been 
seen more in a quantitative way by Osterhaus who defines them as projects targeted 
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qualitative angle, emphasizing that the core of women’s projects is the interest and 
welfare of women. From the functional point of view, “gender projects” for Osterhaus is 
goal to achieve equality, while for Halford it is as a tool to pursue change.
Networking is an important aspect of gender projects. According to Osterhaus 
there are various series of ‘cross-project networking on the topic of gender’ (2001, 14). 
These cross-project networks consist of regular gender coordination meetings for donor 
organizations working in the partner country with the participation of local (government
and non-government) organizations. These meetings aim to coordinate the gender 
policies of participants as well as ongoing and planned projects, and to create a link to 
national gender policies. One product of this networking can, for instance, be the 
establishment of a pool of gender trainers/consultants financed jointly by several 
organizations or projects.
Most micro-credit projects have more women than men as a target group. The 
main reason for this is because micro-credit projects are designed to fit women,
especially the poor and the poorest. The implementation of micro-credit projects has also 
shown that there is greater interest manifested by women. This can be explained by the 
fact that women’s economic activities are generally at a very low level, with the 
commitment needed for small loans with short terms (Osterhaus, 2001, 11). An issue 
that will be explored further in this thesis is whether micro-credit projects are women’s
projects or a gender projects, and whether there is a distinction between those two terms
and in their application.
2.2.5.2. Aims of gender projects 
The aims of gender projects differ according to the sectors involved or issues 
covered. Generally gender projects are aimed:
x to achieve equality between men and women (Osterhaus, 2001) and 
x to promote the interests and welfare of women (Halford, 1992). 
In addition to these overall aims, gender projects have specific issues that they target. 
For example, some gender projects include legal issues. Although the general aim is 
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human rights. They specifically aim to: 
1. translate constitutional rights into progressive legislation and policies; 
2. develop training and monitoring programs to support the implementation of these 
      laws and policies and 
3. ensure that women and men know what their rights are in terms of the
      Constitution and legislation and how to exercise these rights (Community Law
      Centre, Undated).
In this thesis, the aims of gender projects are tested by analyzing a case study on 
two Indonesian government’s schemes on micro-credit. A particular attention is given 
on analyzing the indicators for successful schemes. Such assessment is important
because within the project it is a benchmark in the evaluation process and a way to 
achieve better schemes.
2.2.5.3. Categories of gender projects 
This section elaborates on three gender theories on projects’ categorization, i.e. 
categories by DAC-OECD, Sara Hlupekile, and Naila Kabeer. Since 1997 the 
Development Assistance Committee (DAC) of the Organization for Economic
Cooperation and Development (OECD) has been working on a binding classification 
system for the development cooperation of member states. As a result in 1999, ‘F 
category’ was introduced to show the degree of involvement of women in the project 
and the impacts of the project on women (Osterhaus, 2001, ii-iii). Since 2000, the F 
category was replaced by ‘G markers’ (‘G’ stands for gender equality). This new system
describes the degree in which a project aims to achieve equality between men and 
women.  There are three distinctive categories with different levels of gender 
emphasizes, i.e. G2, G1 and G0. The definitions and their criteria are described in Table 
2.2, which presents the key information on the new gender equality classification 
system. The projects are also assessed in terms of ‘action needed’ (Table 2.3), which is 
an important was to work on improving them.
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Marker Definition Criteria Action
Needed
(see Table.2.4)
G2 Gender equality is 
primary goal of the 
project
Objective of gender equality addressed in 
project documentation
no yes
G1 Gender equality is an 
important secondary
goal of the project 
Gender-specific analysis performed
Result of the gender analysis incorporated 
in planning and project concept, for 
example:
    Documentation of concrete  measures
    Budget items earmarked for
    implementing gender strategy
    Gender specific indicators 
    Gender-specific consultancy strategies
no yes
G0 Project is not geared to 
gender equality
no yes
Source: Osterhause, 2001, 7. 
Table 2.3: Categories of action needed 
Action needed “no”  Action needed “yes” 
a. Positive  impacts
assured
b. Neutral in terms of 
gender equality
Positive impacts are not (yet) assured 
Sufficient information
available and hence 
expectation of positive 
impacts as regards 
gender equality, i.e. 
women and men are 
involved in the design 
and the benefits of the 
project on an equal 
basis
And
There is no discernible 
need for corrective, 
supplementary or 
compensatory activities 
Sufficient information is 
available but does not 
allow for identification of
any-target group specific 
and thus gender-specific 
impacts in the immediate
project environment
And
It is not necessary or 
possible to design measures
in terms of the gender 
equality objective, nor is 
this situation expected to 
change
There is not as yet adequate information to 
allow us to assess the impacts of the project 
on gender equality, i.e. the equal 
participation of women and men in the 
design and the benefits of the project is not 
yet guaranteed
(The project can be re-classified action 
needed “no” once the missing information
is obtained and provided this gives no 
reason to expect negative impacts)
Or
Sufficient information is available and 
hence reason for fear negative impacts;
corrective, supplementary or compensatory
measures are to be included in the project 
and reviewed regularly.
(The classification action needed “yes”
retained until the final assessment of the 
project)
Source: Osterhaus, 2001, 7. 
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more simple categories, i.e. negative, neutral and positive levels as described in Table 
2.4. They reflect the level of empowerment of women and recognition of women’s
issues in the project design. 
Table 2.4: Categories within women’s empowerment framework
Negative level  Where project objectives are silent about women’s issues. 
Experience suggests that women are likely to be left worse off by 
such a project. 
Neutral level  Where the project objectives recognize women’s issues but 
concerned remains neutral on conservative, merely ensuring those 
women are not left worse off than before. 
Positive level  Where project objectives are positively concerned with women’s
issues and with improving the position of women relative to men.
Source: Hlupekile, Undated. 
Kabeer (1996) also classifies development policies into two categories, i.e. 
gender-blind and gender-aware (see Table 2.5), with gender awareness being categories 
in three further levels, namely: gender neutral, specific and redistributive. 
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Gender-blind
x do not distinguish between men and women
x incorporate existing biases 
x tend to exclude women
gender-neutral
x in light of gender differences, target 
delivery to men and women’s practical 
gender needs
x work within existing gender division of 
resources and responsibilities 
gender-specific
x in light of gender differences, respond to 
the practical needs of men or women
specifically
x work within existing gender division of 
resources and responsibilities
gender-redistributive
Gender-aware
x recognize differences 
among men and 
women’s needs and 
priorities
x intend to transform existing gender 
relations to create a more balanced 
relationship
x may target both men and women, or one 
specifically
x work on practical gender needs in a 
transformatory way
x work on strategic gender needs
Source: Kabeer, 1996. 
All these classifications on policy as summarized in Table 2.2 to Table 2.5 will 
be applied to give further insight in this research. These classifications will be used to 
analyze the Indonesian government’s schemes on income generating schemes.
Understanding the categorization of these schemes from a gender perspective will be 
useful to elaborate an appropriate gender intervention when it is necessary. Knowing and 
understanding in which gender categories the schemes are subsumed show the degree of 
gender issue accommodation in any particular schemes.
2.2.5.4. Stages of gender projects 
There are four tools or methods that can be used in rural settings for assessing 
women’s participation in rural areas including income generating schemes. They are 
Rapid Assessment Procedure (RAP), Rapid Rural Appraisal (RRA) (Thompson and 
Scoones, 1994), Participatory Action Research (PAR) and Participatory Rural Appraisal 
(PRA) (Reason and Bradbury, 2001). I will not elaborate more about those four 
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Carruthers, which seems to give more opportunity for women to participate (1981). 
Generally the distinctions between those four methods are described in Table 2.6, which 
contains main characteristics and their limitations.
Table 2.6: Methodologies of women’s participation in rural areas
x collaboration among anthropologists and social scientists;
x top down approach, where experts assess the community to decide the best 
way to improve living conditions 
RAP
Limitation:
x community totally excluded from planning and decision making process 
x multi disciplinary teams;
x considering knowledge, perceptions and beliefs of the local population and 
local setting 
RRA
Limitation:
x even though considering community from planning and decision making
process, the control over the process remains firmly within the hands of the 
outside experts. In other words target group can only participate within the 
boundaries established by the researchers; 
x do not encourage proper differentiation within the target group
x activist and practical approach such as Grameen Bank project; 
x to empower the local community or its representatives and to manipulate the 
higher level power structures;
x can leads to strategical approach. 
PAR
Limitation:
x misunderstood with local power structure can lead to potential damage and 
dis-empower the agent and the community;
x targeted people free to analyze their own development constrains and 
opportunities, and develop solutions which build on previous local initiatives 
PRA
Limitation:
x when the local knowledge is limited, then advanced or better solution 
(compared to other advanced society) is less likely to be stipulated; and 
x Hijacking, formalism, disappointment and threat. 
Source: Thompson and Scoones, 1994; Reason and Bradbury, 2001. 
. Chamber and Carruthers (1981) emphasize that PRA enables rural people to 
share, enhance and analyze their knowledge of life and conditions in order to make
better informed plans and actions. Therefore it is rooted in the conviction that 
‘participation works’ (Chamber and Carruthers, 1981; Ford Foundation, 1989). 
Even though local NGOs and government organizations have used PRA and it is 
also supported by the World Bank, Food Agricultural Oorganization, bilateral agencies 
56such as GTZ – Germany (McGrath, 2000, 118), there are a number of problems
associated with PRA. According to the Institute for Sustainable Development these 
include:
x ‘Hijacking’ – When this occurs, the PRA agenda is externally driven, and used to 
create legitimacy for projects, agencies and NGOs; 
x ‘Formalism’ – The “PRA hit team” arrives in a local community to “do a PRA”. This 
abrupt and exploitative approach is all too common in project-based PRAs where 
there is a deadline to meet, or in a scheduled training courses; 
x ‘Disappointment’ – Local expectations can easily be raised. If nothing tangible 
emerges, local communities may come to see the process as a transient external 
development phenomenon; and
x ‘Threats’ – The empowerment implications of PRA, and the power of its social 
analysis, can create threats to local vested interests, although less so than with PAR 
(Rennie and Singh, 1995). 
As pointed out in section 2.2.4.3 on ‘gender and development’, PRA is believed 
to accommodate women is participation in the projects and it works well within the local 
context. However this method is very vulnerable when there is a stronger external 
factor(s) with different interests that hit the implementation of the schemes. The analysis 
to follow will give some insight on the possibility of usage of this method for the two 
Indonesian Government schemes.
2.3. Gender and sustainability
In many Asian-developing economies, environmental degradation caused by 
human activities is most visible around poor settlements (Hansen, 1993). This has led 
some social scientists and policy makers to infer direct causal links between poverty and 
the environment (Sewell, 1989). Others have emphasized ‘the role of market
imperfections boosted by population pressure, existing power structures, institutions, 
property rights, and public policies in forming incentive structures, and directing 
producer and consumer resource flows between sectors and regions as the underlying 
cause of observed linkages between poverty and environmental degradation’ (Hansen, 
1990). This section seeks to provide a better understanding of the linkages between 
sustainability, development and gender. An understanding of the linkages is important
for formulating economic and social policies, which at the same time reduce poverty and 
57enhance gender equality. The first part explores definition and critique to sustainability 
and the second focuses on the linkage between gender and sustainability. 
2.3.1. Definition and critique of sustainability 
During the 1960s and 1970s, there was a worldwide concern over the 
degradation of fundamental environmental qualities. The sustainability concept began in 
1987 with the work of the Brundtland Commission, which was formed by the United 
Nations. The commission’s report warned about the reality of the reduction in the earth’s 
capacity to sustain life because of overwhelming growth in world population. It called 
for major initiatives to reverse environmental decline by recognizing the 
interconnectedness between environmental conservation, economic prosperity, and 
social equity – the essence of Sustainable Development’ (Porter, 2001, 1).
Sustainable Development is a two-word phrase with a thousand meanings. By 
1992, there were over seventy definitions of sustainable development in print (Holmberg
and Sandbrook, 1992, 20). Sustainable implies ‘…forever, perpetuity, constant rebirth 
and renewal, an inexhaustible system’ (Porter, 2001, 1). Porter (2001) connotes 
development as a ‘change, growth, expansion, production, movement’. Both words 
speak of time, evolutionary processes and constructive adaptation. However, each word 
modifies the other. According to Porter, development, to be sustainable, must
incorporate renewal that ensures the continuity of matter, resources, populations, 
cultures. Sustainability, to incorporate development must allow change and adaptation to 
new conditions.
Those two phrases – development and sustainability – ‘have the two ideas 
together speak of balancing economic and social forces against the environmental
imperatives of resource conservation and renewal for the world of tomorrow’ (Porter, 
2001, 1). To achieve this balance is not an easy effort. The linkage between the works of 
humankind and the surrounding environment was articulated in early 1864. At those 
time George Perkins Marsh observed, ”Man everywhere is a disturbing agent. Wherever
he plants his foot, the harmonies of nature are turned to discords’ (Marsh in Porter, 
2001). To practice this sustainability in order to achieve harmonies either in every day 
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sustainability sayings that:
‘Sustainability is nothing less, in late modernity, than the craft of
moral life. As I see it, this recovery requires three steps. First is the 
step of recovering in everyday practice an awareness of the ways that 
our practices are deformed by the structural bifurcation of means and 
ends. Second is the step of recovering in moral discourse the world-
disclosive force of practical epistemologies capable of shaping this 
awareness into public declarations of the sources of our moral
orientation and disorientation, the sources of our moral enervation 
and sustenance. Third is the step of recovering the possibilities that 
exist in every day practices for sustaining what it is that seems most
commandingly good in and about our shared world’ (Davison, 2001, 
177).
One commentator has suggested that sustainable development is a ‘fashionable phrase 
that everyone pays homage to but nobody cares to define’ (Lele, 1991, 607). In fact, 
people define sustainable development to suit their own need. In this case therefore, the 
notion of balancing those three elements of economy, social and environment becomes
problematic especially between people, groups or countries with different cultures and 
stages of economic development (Davison, 2001).
The most widely recognized and accepted definition of Sustainable Development
is the one provided by the World Commission on Environment and Development, ie 
‘development which meets the needs of the present without compromising the ability of 
future generations to meet their own needs’ (WCED, 1987, 43). To meet these needs, the 
concept of Sustainable Development highlights the links between economic, ecological 
and social aspects. Hence, for example, for the process of funding sustainable products it 
would be wise not to regard these issues as thee separate spheres, but rather to consider 
the links between them (Stefan and Figge, 2001, 203).
In reality, the interconnection between those three elements of sustainable 
development leads to the argument that economic growth is still in command and 
controls the development agenda. According to Harcourt,’ … in the development,
economic growth is at the centre of development discourse’ (1994, 11). Harcourt 
stresses that,’… even though many commentators point out development is far more
than economic growth and extends to social, political, cultural, environmental and 
59gender concerns, economic growth remains firmly entrenched as the state goal of 
development from which modern critiques of development begin’ (Harcourt, 1994, 11). 
This argument is also supported by Zalaquette (1994) who says that development has 
been believed to have the following meaning among others as:
a. growth, of GNP or per capita income, growth with distribution,
b. self-reliance,
c. the satisfaction of basic needs, and
d. the respect and fulfillment of all human rights. 
Although sustainable development means more than economic development (see point 
d), points a, b and c reflect more the economic significance. 
As a comparison, the Western Australian State Sustainability Strategy also 
stresses economic prosperity as vital for sustainability: 
‘There is no doubt that any approach to the future which does not 
address the needs of the economy will not contribute to 
sustainability, for example the state should avoid future debt and 
business needs to minimize sovereign risk. If financial sustainability 
is emerging in business as the best way to ensure that long-term debt 
and sovereignty risk are minimized’ (Government of Western
Australia, 2003, 26).
Although the Western Australian State Government has made an effort for integration 
between economy, environment and society, all parties have been encouraged to solve 
the economic development as a core approach to support environment and social 
development. This can be found in the speech of Geoff Gallop, Premier of Western
Australia, ’(i)ndividuals, businesses and governments everywhere are searching for new 
approach to economic development that contribute to environment and society now 
without degrading them over the longer term. Western Australia shares this aspiration 
…’ (Gallop in Government Western Australia, 2003, 3). It is clear that ‘economic
development’ is a primary development, while environment and social development can 
only be developed with the support from economic development. This is even more true 
in the context f developing nations. 
Zalaquette’s interpretation of sustainable development criticizes the definition by 
the World Commission on Environment and Development. According to Zalaquette 
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the world’s poor’ in order to secure the future generation in one region on the expense of 
other regions. An emphasis on indicators of social wellbeing suggests that: 
‘…our sustainability criterion ought to prohibit not only current 
development which was the expense of the future, but also increases 
in wellbeing for the better off in society which came at the expense of 
those who were worse off (Atkinson et al, 1997).
This suggestion leads to dilemmas between individual freedom and ethic, as well 
as between human satisfaction and justice.
In response to these dilemmas, there is a legal framework that should be taken 
into account if sustainability is to become a primary concern in the development process. 
Development is not a synonym for human rights but workers in both fields share a 
concern about issues of survival and justice (Zalaquette, 1984, 141). Both fields have 
also shown great potential for conceptual links as well as expansion. The connection of 
development and human rights is ‘to conceive of development as the progressive 
satisfaction of all human rights; or to understand human rights as the fundamental
objective of development’ (Zalaquette, 1984, 150). Therefore, there are similarities
between human rights and development in a comprehensive way that can be drawn into 
two points: 
1. From a human rights perspective, development should be understood as the 
realization of human rights; and 
2. Form a development perspective, conceiving of human rights as standards should 
be achieved through the development process. 
These two points raise another issue, namely whether development which results 
in suffering for human beings means there is violation against humans rights. This 
consequence is very close to the recognition by the United Nations of the right of 
development for the better of entire population, even though it took the United Nations 
system almost 40 years to recognize the right to development and adopt the Declaration 
on the Right to Development. The declaration defines development as: 
‘A comprehensive economic, social, cultural and political process, 
which aims at the constant improvement of the wellbeing of the 
entire population and all individuals on the basis of their active, free
61and meaningful participation in development and in the fair
distribution of benefits therefrom’ (UN, Undated). 
To ensure the entire population will benefit from the development, the right to 
development was reaffirmed in the Vienna Declaration and the Program of Action 
(1993) states that: 
‘…collective right to development… fairer share of global wealth 
and development… Acknowledging the right to development means
that wealthier countries, and international development agencies and 
financial institutions are held accountable for the impact of poverty 
on human rights’ (UN, Undated).
Focussing only on the impacts of poverty alone – as stated in the Vienna declaration – is 
problematic for finding appropriate solutions to eradicate poverty, because the core 
cause as well as the symptoms of poverty itself should be addressed when there is a 
genuine desire to combat poverty.
Putting people at the centre of development is essential to achieve sustainable 
development. According to Beder ‘Sustainable development is human centred, that is, it 
is primarily concerned with maintaining human welfare through meeting human needs 
and ensuring the quality of human life’ (1993, 3). Nevertheless, he admits that this 
argument leads to several dilemmas such as the future of capitalism and the flexible
degree on quality of life. Chamber also has a similar stance to Beder arguing for an 
increase of the wellbeing of the lower and the powerless part of the society by focusing 
on their empowerment and the ‘reversal of power’ to the lower (Chamber, 1997, 154). 
He suggests a shift from outsiders as uppers to local people as lowers to achieve 
development. If the development is to favor the marginalized and vulnerable groups 
within society, then he suggests that every day life must reflect those marginals, not 
those who are more well off. Box 2.1 shows the reversal vision proposed by Chamber
(1997).
62Box 2.1: Reversal vision to favor the marginalised
x economists and bureaucrats to decentralize and support local diversity; 
x staff in NGOs to continue to evolve, apply, share and spread participatory 
approaches and methods;
x teachers in universities, training institutes and colleges, to go with their 
students to local people to learn, to revise their curricula, to rewrite 
textbooks, to teach and lecture less, and more to help others learn; 
x staff in government organizations, not to talk down but to listen, learn and 
facilitate, and to provide choices and responsive services; 
x political leaders, to promote and sustain decentralization, democratic values, 
tolerance and the equitable rule of law;
x people, to be self-critically aware, to respect others, and to value truth, trust 
and diversity; 
x uppers, to disempower themselves, controlling only the minimum, handing 
over the stick, devolving discretion, encouraging and rewarding lowers’ 
initiatives, and finding fulfilment and fun in enabling others to express, 
analyze and act on their diverse realities. 
       Source: Chamber, 1997, 236. 
2.3.2. Linking gender and sustainability
As already shown, sustainability or sustainable development has a multitude of
meanings. However, an important aspect of this is how the concept affects the two 
genders. The objective of sustainable development as stated by the Organization for 
Economic Co-operation and Development (OECD) can be used as a starting point for 
analysis of the connection between gender and sustainability. The OECD states that, 
‘(t)he overall objective of sustainable development is only attainable when needs and 
interests of both women and men are fully recognized in the planning and the 
implementation of projects and programs’ (OECD-DAC, 1993, 89). 
To recognize women’s and men’s needs and interests is problematic because any 
development – including projects or programs – does not always have the same impacts
on women and men, more often burdening more women than men (Young, 1993). In the 
case of micro-credit, the empirical data found by practitioners in Bangladesh, eg 
Bhowmik and Jhabvala (1996), support this claim. They said that unless men are sharing 
domestic work more equitably, micro-credit for income generating is likely to increase 
women’s responsibilities. Such gender inequality occurs due to cultural, custom,
economic policies and other factors. The three gender approaches to development – 
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positioning women within society. They have tried to achieve gender sustainability 
where women and men have better relations. 
The legal base to do so exists in the Article 14 of the Convention on the 
Elimination of All Forms of Discrimination Against Women (CEDAW) which focuses 
on women’s participation in all programs’ stages. Particular in Article 14.2.a, stated that: 
‘States Parties shall take all appropriate measures to eliminate
discrimination against women in rural areas in order to ensure, on a 
basis of equality of men and women, that they participate in and 
benefit from rural development and, in particular, shall ensure to 
such women the right to participate in the elaboration and 
implementation of development planning at all levels’ 
(Womenwatch, Undated).
A part of women grassroots participation, the policy itself has to favour women in order 
to close the gap between the lower and the upper. This policy is usually known as an 
‘affirmative act’, and its implementation as an ‘affirmative action’
1 (Cahn, 1995; Allen, 
1995). In the case of combating poverty in rural areas, the participation stated in Article 
14.2.1 above is consistent with Chamber’s idea of ‘power reversal’ (Chamber, 1997) to 
empower the disadvantaged. It allows access to participate more in the development
process for lower sections of society including the poor women.
The concept of equality, however, also varies among different regions, cultures 
and according to other traits. As gender equality varies, different indicators should be 
used to describe or assess it depending on the specific problems faced by women. In 
sustainability theory, these relevant indicators are called ‘indicators of sustainability’ 
(Sustainable Measures, Undated). They have the following characteristics, namely they 
should be: 
x relevant;
x easy to understand; 
1 Another author (Allen in Cahn, 1995, 121) uses several terms refer to affirmative action, such as
   preferential treatment, reverse discrimination or quotes. The rationality as quoted by Cahn that “…all 
our
   citizens must have the ability to walk through those gates…We seek not …just equality as a right and a 
   theory but equality as a fact and equality as a result. ….therefore good faith efforts must be directed to 
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x based on accessible data. 
Similarly the indicators of gender sustainability should be able to describe the status and 
positioning of women within society and in relation to the natural environment.
The case studies on the relationships between gender and sustainability, reveal 
different causes of gender inequality. For example, there has often been argued that 
‘investing in poor women can be defended not only for reasons of equity (equal 
opportunity), but also deriving substantial social returns that can help economic
growth…’(Bardhan, 1993,351). A study from the rural uplands of Java in Indonesia 
shows the link between poverty (predominantly poor women) and environmental
degradation (Barbier, 1988). The environmental problems are translated into high 
population density with limited arable land to sustain it. Another study of the same
region shows that ‘…a high population density ranging between 400-700 people per 
square kilometer combines with average holding of less than 0.4 hectares, with 25 
percent of the population being landless, and with yields for uplands rice and corn 
averaging 0.9 to 2.5 tons per hectare. The general pattern is one of poor, predominantly
subsistence, household’ (Hansen, 1993, 388). Environmental problems and particularly 
the unavailability of land reinforce the severity of social problems, exposing women to 
more risks and higher levels of marginalization.
An important aspect of sustainability is economic wellbeing. A well-known 
micro-credit program in Bangladesh, for example, helps soften environmental problems
by allowing women to explore the market availability for the products from the various 
types of land for which they take credit. Firstly, according to Siamwalla (1993, 308) 
credit may seem the more natural tool to exit poverty, and hence help women to achieve 
a more equal life with men. According to her, this can occur only if the poor are able to 
engage in productive economic activities. These productions need to have an available 
market, which in turn will arise only when local incomes are rising. The Grameen
Bank’s experience has shown that the poor can raise profitable projects when they are 
allowed to come up with and implement these projects themselves. The implementation
   correct the deficiencies …’ (1995, xii).
65of the projects, however, depends on accessible circumstances such as market
availability and profitability as outlined by Siamwalla:
‘The role for credit is not fully autonomous either since a vibrant 
local economy is a preconditioning for success. Credit can support 
the enterprises of the poor only if there are markets for their 
products, which in turn will arise only when local incomes have been 
rising. In other words, credit can only play a supporting role, 
successful only if there are profitable new investment opportunities. 
…Nothing could be more demoralizing than lending money to the 
poor for unviable projects only because of a push from above to 
disburse money. When the unviability of a project forces it to be 
abandoned, the poor tend to be abandoned alongside it’ (1993, 309-
310).
An improvement on gender equality as well as sustainability will be reached further only 
if the credit itself is used in the interest of women.
Secondly, only in a place where more people live together, can sustain a petty or 
small business. The demand for women’s production in such kind of place is high. In the 
remote or rural areas, particularly where people live far way from each other, there is 
little chance to establish successful businesses. In other words, the social environment
will determine the kind of potential activity in certain areas in order to enhance the 
chances for better life for women as well as to reach gender equality.
The three inter-linked elements of sustainability – environment, social and 
economy – make this term to reflect similarities with other forms of terminology, such 
as equality, harmony, balance, fairness and so on. If the powerless or the lower has less 
than the upper, this will lead to unsustainability, imbalance, inequality and disharmony
including gender inequality.
As explained earlier, sustainability has various faces and conflicts of interests 
among the parties involved in the development. The gender aspect of sustainability 
however is often omitted. The discussion Chapter 8.4.2 examines the extent (if there is 
one) to which government schemes accommodate women’s difficulties to empower
themselves and reduce poverty as a result of running the schemes. A special attention 
will be given on women’s effort to sustain their life, as this is the best way to trace the 
real voices from poor women in the Indonesian context as well as the dilemma with 
financial sustainability. Their voices hopefully can be used to understand their real 
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situation, their expectations and needs is an important step which can result in 
appropriate policies for change.
2.4. Impacts of income generating schemes 
Income generating schemes have a wide range of impacts related to specific 
issues, e.g. savings, women empowerment, social capital, asset building, business 
development, intra-household relationship, etc (CGAP, Undated). Generally these 
schemes have binary objectives, ie. women empowerment and poverty reduction 
(Zaman, 2000). Although a number of studies have been undertaken on the impact of 
saving-credit schemes on household income, some practitioners still have reservations 
arising from the findings of those studies (Rahman, 1986; Kumar, 1987; Hossain, 1988; 
Hossain and Afsar, 1989; Pitt and Khandker, 1994; Khandker et al, 1995, and Osterhaus, 
2001).
According to a report by the Consultative Group to Assist the Poorest (CGAP), 
this is due to two reasons. Firstly, the logic philosophy of the schemes is for ‘business’ 
through loan or micro-credit which results in more burden to national governments
(CGAP, 2001). Secondly, their donors (financial providers) always make an evaluation 
for investing their money in order to find the ‘best practice’ of investing, which means
achieve high profit. To do so, they come up with the response that they need closer 
collaboration to achieve high benefits to all stakeholders. However, to get this high 
benefit, the donors or resource providers have to reduce the benefits for the poor by 
charging a high interest rate. In this case – according to Mueller-Glodde – the impacts
are not valued in a gender-specific way, but are laid down at budgetary level (in
Osterhaus, 2001). Focussing on financial sustainability according to Mueller-Glodde, 
precludes the achievement of project benefits for poor women borrowers. For instance, 
an indicator ‘household income raised by x% over the period y’ says little about who 
benefits from this increase in income within the household and how the workloads of the 
various members of the household change (in Osterhaus, 2001). The uncertainty about 
the impacts of micro-credit, is also stressed by Siamwalla who states that the ’…impacts
on the poor remains unknown’ (1993, 303). Another study on micro-credit in West Java 
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micro-credit’s implementation on individual and household levels (Utrech, 1992).
There are various obstacles in identifying the impacts of micro-credit on the poor 
or the borrowers, including mis-targeted groups (Siamwalla, 1993 and Osterhause, 
2001). The General Rural Credit (KUPEDES) program introduced by the BRI (Bank 
Rakyat Indonesia/Indonesian People Bank) in 1984 is an example of mis-targeting as it 
‘targeted credit only to the rural sector, without any specific targeting towards the poor’ 
(Siamwalla, 1993, 303). Not targeting the poor women in rural areas is the main
criticism toward KUPEDES, nevertheless, according to Mueller-Glodde there is still 
possibility to investigate the impacts of such kind of projects at micro level with the help 
of qualitative data gathering (in Osterhaus, 2001).
This section presents a review of the impacts of micro-credit on women
empowerment and poverty reduction as important pre-conditions for achieving social 
equity and economic prosperity.  Studying these impacts is important because it can 
reveal the extent to which the objectives of the schemes can be achieved, and in what 
ways policy interventions can be drawn if necessarily. The term ‘income generating 
schemes’ refers to saving and credit schemes all together; while ‘micro-credit’ scheme
terminology covers only micro-credit schemes and the term ‘saving’ scheme refers only 
to saving schemes.
2.4.1. Women empowerment
Women empowerment can be understood as any efforts against any form of 
‘patriarchy’, and ways to enhance an improvement in intra-household gender relations 
(Naved, 1994; Kabeer, 1994; Hashemi et al, 1996). The impacts of income generating 
scheme on women empowerment are controversial. One camp believes that income
generating schemes contribute positively to women empowerment and a variety of
empirical results are used to argue this case (Zaman, 2000). The second camp adopts a 
more skeptical viewpoint. This camp believes that income generating schemes do little 
to change gender relations in favor of women, instead they may contribute to reinforcing 
existing gender imbalances (Zaman, 2000). 
68Given the wide range of possible examples descriptions and indicators of 
empowerment, the findings from previous research can be quite revealing. Amin and 
Pebley’s work in thirty-six villages in Bangladesh showed that membership of
Bangladesh Rural Advancement Committee (BRAC) positively affected women’s
decision-making role, their control over resources and mobility (1994). According to 
them, women are viewed as a source of financial resources that appears important in 
underlying these improvements in their status. This finding is also confirmed by Naved 
(1994) who states that the women borrowers felt their status had improved within the 
household because they were seen as income earners for the family through their access 
to income generating schemes. The women conceptualized their improved status by 
stating that they were more influential in decision making and had more control over 
household income, especially the portion which was derived from their own earning. 
According to Naved, the women borrowers also participate in group addressing of social 
problems, such as helping resolve family disputes (Naved, 1994). Osmani (1998) 
similarly informs about positive impacts of income generating schemes on women
empowerment, ie. their perceived positive contribution to the family, more freedom in 
spending their money and more freedom in decision making within the family.
Another article supporting the ‘favorable view’ of income generating schemes’
contribution to women empowerment is the one written by Hashemi et al (1996). They 
develop an ‘empowerment index’ based on eight empowerment indicators. They are: 
1. mobility;
2. economic security;
3. ability to make small purchases; 
4. ability to make larger purchases; 
5. involvement in major decisions; 
6. participating in public protests and political campaigning;
7. relative freedom from family domination; and
8. political and legal awareness. 
Their analysis confirms that the women who have successfully used income generating 
schemes, have made significant contribution to their household’s income. They also rate 
well in all of the remaining indicators and this is a reflection of empowerment. A similar
69claim is made by White (1992) based on her fieldwork in rural Bangladesh. Although 
the study by Bagdja in West Java does not mention financial contribution to the family,
women empowerment has translated into social impacts such as increases in their 
confidence, unity and social solidarity especially to help each other to return the credit 
on time (1992). 
The focus of those skeptical about the empowering effect of income generating 
schemes has been on the issue of women’s control over loans, the pressure to repay the 
loans; and decision making over the credit (Goetz and SenGupta, 1996; MacIsaac, 1997; 
Montgomery et al, 1996; White, 1992; and Zaman, 2000). Goetz and SenGupta (1996) 
used a sample of 253 female borrowers covering four rural credit providers in 
Bangladesh and classified the extent of control by the borrowers into five categories. 
The categories are full, significant, partial, very limited and no involvement. Their 
qualitative investigation of credit histories led the authors to conclude that ‘about 63% of 
the cases fall into three categories of partial, very limited or no control indicating a fairly 
significant pattern of loss of direct control over credit’ (Goetz and SenGupta, 1996, 49). 
According to their findings, women may be permitted to handle small amounts but men
take control beyond a certain amount. Montgomery et al (1996) also conducted a 
research about the ‘empowering effect’ of micro-credit on women. Their argument is 
based largely on secondary sources and a field survey of sixty-seven BRAC borrowers 
focusing on the issue of control over credits. Whilst they admit that their sample is 
small, their view is consistent with that of Goetz and SenGupta (1996) and White
(1992). All of them agree that income generating schemes, especially micro-credit
schemes reinforce existing gender patterns and inequalities by promoting traditional 
income generation activities, which they believe do little to alter the social status quo. 
Another negative feature of micro-credit is revealed by MacIsaac (1997). He 
points out that although the ability to borrow money and repay a loan can help the 
borrowers to have pride and self-esteem, the loans can increase their vulnerability and 
endanger their business (if they have), especially the inability to repay the loans. 
In terms of decision-making over the credit, it is likely to be shared by the 
woman-borrower, her family members depending on the end-use of the credit (Zaman,
2000). Sen (1990) argues that it is more appropriate to focus on changes in the overall 
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et al (1996) pick up this point and use data from sixty credit program borrowers, and 
conclude that women borrowers who control their credit have more chance of being 
empowered, even women who surrender all of their credit. 
2.4.2. Poverty reduction 
Although income generating schemes have become an important business as 
more donors and states are aware of this channel to invest money, their objective to 
eliminate poverty does remain questionable (CGAP, 2001). This is mainly due to the 
different impact the schemes have on the borrowers (Islam, 1999; Morduch, 1998). 
Islam (1999) undertook a study on 675 women-borrowers in Bangladesh on the socio-
economic impacts of micro-credit. He concludes that micro-credit intervention has 
positive impacts on the borrowers. It has been able to improve their socio-economic
conditions. There has been quantitative change in terms of increase in income, increase 
in land ownership, accumulation of assets, while qualitative changes reflected in better 
housing conditions, improved education of children, accumulation of skills and better 
health and sanitation practices. He concludes that there are chances to further improve
the status of the poor, such as increase the level of skills of the borrowers. Khandker 
(1998) reveals another positive feature of the micro-credit’s impact to reduce poverty in 
the case studies on the Grameen Bank and Bangladesh Research Development Board 
(BRDB). He states that the rate of consumption and poverty reduction increases with 
cumulative loan size. His finding has been re-evaluated by Morduch (1998) using the 
same data. Morduch clarifies that instead of increases in food consumption (and 
therefore reduction in poverty), micro-credit contributes to reduce household 
vulnerability. Morduch’s view on food consumption is consistent with the research 
conducted by Osmani (1998). Both admit that there is no better food consumption
among women-borrowers in comparison with non-borrowers as well as no improvement
of perceived self-interest (Osmani, 1998, 82). However, both agree that the borrowers 
who are involved in micro-credit schemes have benefits from risk reduction.
The borrowers believe that positive benefits were derived from income
generating schemes and this had opened up the opportunity for them to accumulate some
71assets (Islam, 1999; Zaman, 2000). Beside access to income generating schemes, Islam
(1999) believes that improvement in quality of life including financial service, can be 
achieved if women-borrowers are being provided with basic needs (e.g. food and school 
education for their children). He discloses that all the positive impacts mentioned by the 
borrowers may not be entirely attributed to income generating schemes because the 
family members are also engaged in other activities and have other sources of income.
Almost all the case studies suggest that some (vulnerable) groups such as elderly 
poor households, chronic distress migrant households and severely disabled (who cannot 
earn) often fall outside the scope of the schemes (Online , Undated-a; Islam, 1999). To 
reach them, it is necessary to combine the schemes with welfare programs. If there is no 
welfare program to support such kinds of vulnerable groups, they are likely to live in 
devastating conditions. For example, such as the case in Cirebon District (in West Java 
Province - Indonesia) where ‘…one old man and his bed-ridden wife had not eaten for 
the last three days’ because they have not only been denied access to the labor market,
but they were also unable to satisfy their own basic needs (in Bremen and Wiradi, 2002, 
268-269). There is still a need for social support for the poorest when their income is 
less than their expenses even if they are involved with income generating schemes.
The intertwining between micro-credit schemes and supplementary schemes is 
an important tool for poverty reduction because the impacts are different for the poor or 
the poorest women and the better-off ones. Without these social services, only women
who have higher and more stable incomes can utilize the micro-credit schemes (Zaman,
2000). Zaman also points out that ‘…moderate-poor micro-credit borrowers benefit 
more than extremely poor borrowers in terms of reduction in income (consumption)
poverty. The basic premise is that the poorest have a number of constrains (fewer 
income sources, worse health and education etc) which prevent them from investing the 
loan in a high-return activity’ (Zaman, 2000, 3). While better-off women have more
space to expand their businesses, as they do not need to worry about their basic needs. 
The poor and the poorest women, however, have to think first how to meet their basic 
needs before expanding their business. It is not surprising that the study on the Grameen
Bank supports this argument ‘…a large part of this increased loan is not invested in the 
activity for which it was meant. On the average, almost half of the money borrowed is 
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more than they invest. Thus the practice of diverting borrowed money to other purposes 
is both widespread and large scale in nature’ (Osmani, 1998, 76). Multiple purposes of 
using the credit were also evidenced in Khan et al’s findings that the credit is used for 
investing purposes, repayment of existing loans and household consumption, ie. 67%, 
12% and 7% respectively (1998). Although this study shows that the schemes have 
positively impacted the poor women, those women also received a whole range of 
welfare activities provided by the bank, such as ‘free evening schools’ for children’s 
borrowers and free advice on family planning for women (Osmani, 1998, 70). 
From the analysis above, it is clear that the goal of income generating schemes to 
reduce poverty and empower women can only be achieved when there are 
complementary schemes. These complementary schemes give more space for women to 
use the credit more productively instead of using the credit on a consumptive basis such 
as for food and school fees for their children. According to Osmani (1998), micro-credit
from the Grameen Bank leads to ‘incomplete women empowerment’ because of two 
reasons, ie. impossibility within one generation to solve poverty which already has 
become a cultural problem, and low absorptive capacity of women to make full use of 
credit. Such supplementary schemes can also target women’s education and try to bridge 
the existing culture gap.
Although the literature reveals conflicting positions, women empowerment
through income generating projects is an important goal in development. Above 
theoretical perspectives (international law, gender, sustainable development) appears 
that they agreed to favor women in order to empower them (Jonsson, 1984; Eide, 1984; 
Young, 1993; Kabeer, 1994).
This chapter outlined the theoretical grounds the thesis. It gave an outline of the 
problems faced by poor women and discussed the dilemmas related to their 
empowerment through income generating activities. The following chapter 3 describes 
the circumstances relevant to the Indonesian context where the operation of the micro-
credit schemes takes place.
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INDONESIAN CONTEXT OF GOVERNMENT MICRO-CREDIT 
SCHEMES
Chapter two presented the theoretical explanation for the need to empower
women through income generating activities. As a country which is severely affected by 
the problems of poverty and women’s misery in rural areas, the government of Indonesia 
has been committed to encourage and run such activities. Understanding the Indonesian 
situation is important as a starting point to highlight what supportive and obstructive 
circumstances influence the operation of the two established schemes. This will be 
explained by examining the geography of the study, the concept of rural society in 
Indonesia and by providing on overview of Indonesia’s economic development and 
gender policy. 
3.1. Geography of the study
The concept of village in Indonesia is very specific and differs from the usual 
western perception. The study of micro-credit is based in rural Central Java which is a 
very specific location. It is explained by presenting the profile of the physical settings of 
the locations covered in the empirical data collection, infrastructure and socio-economic
conditions, and the demographic profile of respondents. 
3.1.1. The concept of village in Indonesia 
Understanding the concept of village in Indonesia is important, particularly when 
introducing any policies affecting village people. This concept has evolved throughout 
the time and the degree of participation and representation of the village people has also 
changed. The two schemes have operated by the Indonesian government aim to cover all 
rural areas, which exhibit a variety of features and traditions. 
The Republic of Indonesia is a country with a recognized geographical and 
cultural diversity. Indonesia has more than 400 ethnic groups, scattered across the 
17,000 islands of the archipelago. The great majority of the population lives in 
approximately 67,000 villages which leads to such diversity. This diversity is clearly 
75evident in the village communities represented among the population which have 
different culture and language. It is not surprising then that the term ‘village’ refers to:
desa, marga, nagari, kampung and mukim and so on (Soemardjan and Breazeale, 1993, 
7). All these Indonesian settlements have unique characteristics, which for westerners 
are often difficult to understand 
Definitions have been proposed by working groups and parties to distinguish 
between urban and rural communities, by organizations such as the UN, specialized 
agencies or by specific countries involved in assisting Indonesia’s development. In most
cases the definition of urban is on the basis of population, activities or other 
characteristics, and it is assumed that the rest of the land and the people are rural 
(Whyte, 1976, 7). 
There is a tendency in structuring a social unit, such a village according to its 
residential size. The difference in the size of residency leads to different terminology,
with the social units being called villages, hamlets, housing clusters or homes. The 
number of people living in one territory is different from another, however it can be said 
that the population within a village ranges from about 500 to more than 5,000 
(Soemardjan and Breazeale, 1993, 7). Besides the number of people and the size of 
residency, there are also other factors determining the social unit (village for example)
such as ‘topography, material convenience, proximity to kin, social distinctions, 
domestic water, defense, stream transport, privacy, and supernatural beliefs regarding 
auspicious directions and exposure’ (Whyte, 1976, 13). 
Villages of the island of Java are territorial in nature and are defined essentially 
by a physical territory, such as boundaries between one village and another (Whyte,
1976). Whoever lives within such boundaries, regardless of ethnic origin, is accepted as 
a member of the village community and has rights and obligations equal to those of any 
others. If necessary, it is relatively easy to combine two or more villages into a single 
village for administrative and convenience purposes. If such a village grows too large, it 
is also equally easy to split the village into two or more smaller villages. In other words, 
the formation of village is quite flexible within the boundaries on Java Island. 
The nature of the village elsewhere across Indonesia is often entirely different. 
There is a big difference between a village on Java Island and outside Java. On many
76islands outside Java, a village traces its origin to clan. The clan is ‘a community whose 
members are descended from a common ancestor’ (Soemardjan and Breazeale, 1993, 7). 
The territory in which the clan lives sometimes has boundaries that are not apparent to 
other people. Non-clan members living in such territories are considered outsiders, who 
cannot share the rights and privileges of clan members. On the other hand, a person 
remains a member of the clan, even he or she moves out of the original territory. 
Because of this genealogical orientation, such a village cannot be amalgamated with 
another village. It also cannot be split into smaller social units to suit administrative
convenience. These characteristics of the main social unit in the Indonesian experience 
lead to social tension due to the uniform policies from the Central Government. The 
changing nature of the social unit or village which has occurred due to different policies 
within different time-frames is explained in the following section. Although there is no 
homogeneous meaning of village in Indonesia, what I refer as a village in this study is 
the village at Java Island. This is also in line with Indonesia’s Central Government
which usually uses the Javanese village as a model for outside Java to deliver any 
programs or schemes.
A social unit (village within the state)
As already explained, there are various terminology and definitions for villages 
in Indonesia. This has been the consequences not only from more complex ethnic groups 
with their own characteristics across different regions, but also from different regimes
who governed at particular time, with their different policies in defining a social unit. 
From a historical perspective, the development of the concept of a ‘village’ can be 
summarized in the Table 5.1 (Zakaria, 2000, Soemardjan, 1991). 
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Time frame Government Regulation /Source  Characteristics of the local 
community as a unity
Desa Cikal Bakal
1
(First founding of 
areas)
Founding father of the empty areas 
heterogeneity
Before
colonization
Pemerintah Raja
1
(Empire government)
Special areas were already governed 
either under King or Sultan – 
heterogeneity
IGO
2 Heterogeneity inside Java and 
Madura – heterogeneity
IGOB
3 Heterogeneity outside Java and 
Madura – heterogeneity
Before
Independence During
colonization
Swapraja (independent
empire)
Special areas from Pemerintah Raja 
(Empire Government) from former
period before colonization – 
heterogeneity
Law No.22/1948  Desa (village) -
Desapraja
(Village empire)
Former areas covered in IGO and 
IGOB
Law No. 19/1965 
Dati III Other than IGO and IGOB areas 
Law No. 6/1969  Cancelation of Law 
No. 19/1965
-
Law No. 5/1974  Principles of Local
Government
(Pokok2 Pemerintahan
Daerah)
-
Law No. 5/1979  Village Government
(Pemerintahan Desa)
Homogeneity across Indonesia 
Law No.32/2004  Law on Local 
Government (UU
Pemerintahan Daerah)
Heterogeneity across Indonesia
After
Independence
Law No. 33/2004  Balance of Central 
and Local Budget 
(Perimbangan
Keuangan Pusat dan 
Daerah)
-
Source: Summary of Zakaria (2000) and Regional Autonomy (1999). 
1 According to Selo Soemardjan’s theory on the formation of village (1991).
2 IGO (Inlandsche Gemeente Ordonantie) was a former Dutch regulation inside Java and Madura.
3 IGOB (Inlandsche Gemeente Ordonantie Buitengewesten) was a Dutch former regulation outside Java 
and Madura.
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regimes and regulations. However, two regulations deserve particular consideration  - 
Law No.5/1979 and Law No.22/1999 – as they have contributed to a significant change 
in the meaning of village. The Indonesian Constitution Law of 1945, article 18 states 
that ‘officially, Indonesian law only applies to local affairs in administrative matters and 
formally acknowledges the independent existence of customary systems”. Therefore any 
further policies or regulations have to consider the existence of customary systems as 
stipulated explicitly in this article. In other words the constitution guarantees people to 
maintain their traditions and customs while facilitating the building of an administrative
order. The rationality from this constitution is accommodating people from the lowest 
level to express their voice. In other words, this rationality is important for participation 
among the people.
Table 3.1  shows that the last two laws – Law No.5/1979 and Law No. 22/1999 – 
have different nature in accessing voice for the people from the lowest level (village). 
For the first one it is homegeneity, while the latter is heterogeneity. According to article 
1 (a) Law No.5/1979, village is defined as ‘an area which is populated by certain 
population as a community unit, including legal community unit, which is the lowest 
organization directly under the Head of Sub-District (Camat) and has a right to govern 
themselves within the Indonesian Unity’. The implementation of this definition required 
all villages across Indonesia to have a similar form. The main pressure coming from the 
administrating heads of sub-district, was towards establishing relatively similar in size 
villages, whose heads (i.e. heads of village) were under their direct supervision. The 
smallest community units across Indonesia had to convert into the Government’s version 
of village. As a result there was a homogeneity across all those villages in Indonesia, 
even though to do so it destroyed the diversity of the original smallest units in some
areas such as Minangkabau in West Sumatra (Zakaria, 2000). The tension within those 
villages arose due to conflicting interests between an adat (custom) and dinas (duty) as a 
similar case study in Bali studied by Carol Warren (1993, 296). The adat usually put 
more interest in the community, while the dinas almost always put more interest in the 
satisfaction of the senior bureaucrat (in this case Head of Sub-District). There were 
political, economic and social concerns raised that this kind of village homogeneity
79village would result in pseudo-democracy and centralism (Zakaria, 2000 and Sangaji, 
1997). Politically under the new arrangements ordinary people had less chance to 
participate at the village level. Economically, it was easier for the government to control 
the natural resources as well as easier to mobilize society within such a homogenous
structure. Jackson described the Indonesian government as a bureaucratic government
with characteristics of having no fix participation or mobilization to decide the policies, 
but only fix participation to implement the policies (Jackson in Zakaria, 2000).
The reformation era in 1998 established empowering people as one of the 
agendas to achieve a more democratic society. This mission was stipulated in article 2 
Regional Autonomy (Stipulation of General Assembly/TAP MPR No. XV/1998). As 
part of implementation of TAP MPR/X/1998, the Principles of Reformation in Indonesia 
state that ‘the regional autonomy is implemented based on the democratic principles and 
considering the diversity/heterogeneity of the region/the local’ (Zakaria, 2000, 340).
The latest policies, namely Law No. 32/2004, is one of the implementations
within this agenda. They brought major changes towards more heterogeneity in the 
villages compared to previous times (Law No. 5/1979). The definition of 'village' can be 
found in the explanation of Law Number 32/2004, article 1 item 12. It states that village 
is defined as a village or any other name as a legal community unit, which has an 
original structure based on their special characteristics stated in the explanation of article 
18 of Indonesian Constitution 1945. 
The implication of this article is that the state acknowledges the diversity of 
villages across Indonesia. Every smallest unit community can translate into ‘village’ 
according to their own original structures within their communities. It is expected that 
the voice from ordinary people can be heard accordingly. The implementation of the 
latest law, however, does not always give positive implications to women as found in 
some cases across Indonesia including Central Java. The negative implication to women
is discussed in Chapter 3.3.3 of this chapter on impacts of regional autonomy on gender 
issues, and reflects how gender equality always struggles in contemporary Indonesia, 
even after the reformation in 1998. 
803.1.2. Geographic profile of locations
The geography of my case study is described in this section in three aspects, i.e. 
the physical setting, infrastructure and socio-economic conditions. 
The physical setting 
Before describing Central Java, which is the focus of this study, I will describe 
Indonesia in brief. Indonesia is a republican state and the largest archipelago nation in 
South East Asia. It comprises more than 13,670 islands, and has a total population of 
231,328,092 in 2002 (Anonymous , 2003-a).
Figure 3.1: Map of Indonesia and Central Java 
81Source: Anonymous, 2003.
Central Java  as seen in Figure 3.1, is located exactly in the center of Java Island. 
It borders with West Java Province in the western part and with East Java Province in 
the eastern part. In the southern side lies the province of Yogyakarta, which is a Special 
Region. Yogyakarta is not part of Central Java, although it is in the Central Java region. 
The low land plains of Central Java are found alongside the northern beaches. The high 
land plains are found in the centre of Central Java with mountains stretching lengthwise 
from the west to the east. Along this high land, there are several mountains such as 
Slamet Mountain  (3,428 m), Perahu Mountain (2,585 m), Sindoro Mountain (3,135 m)
Sumbing Mountain  (3,321 m),  Merapi Mountain (3,142 m), and Ungaran Mountain 
(2,050 m). Near the border with the East Java Province there is also Mountain Lawu 
(3,265 m), while on the northern side is Muria Mountain (1,602 m) (Anonymous 2, 
2003). At the feet of these mountains in the Central Java province, there are pleasant and 
cool highland plains, which are very picturesque and offer green and beautiful scenery 
along the regions. This results in attracting domestic and foreign tourists to visit places 
such as Baturaden, the Dieng Plateau, Bandungan, Kopeng, Tawangmangu water falls 
and so on. Apart from these mountains, there are some small mountains and lime
82mountains such as Gunung Kidul (South Mountain) in Wonogiri district in the South 
East of Central Java. The big river found in Central Java is Serayu River which flows 
across Banyumas district in the South of Central Java, with its source from the Dieng 
Plateau and the "Bengawan Solo" River. 
The areas of this study are the three districts of Brebes, Cilacap and 
Purbalingga
4, all of which are situated within the Central Java Province. Brebes is 
located up in the North East of Central Java and has an area of 1,657 km2 (Central Java 
in Figures, 2002). Cilacap is the widest district in Central Java (2,138 km2) and is 
situated down in the South West (see Figure 3.1). It is also well known as an industrial 
area which hosts so many factories such as cement Portland, Cocoa, rubber and timber
processes. Industry is the main reason why Cilacap has the biggest contributor to Central 
Java’s GDP. The District of Purbalingga is located about 20 kms North-West of 
Purwokerto in the South side of Central Java. It is small (777.65 km2) and quiet. The 
northern part of Purbalingga regency is geographically mountainous with agricultural 
land, planted with vegetables such as cabbage, beans, corn, etc. It gives an attractive 
panorama to its landscape. The Southern part is the lowland spreading out with rice 
field, sand and many villages.
The total population of Central Java was 31,063,818 in 2001 (Central Java in 
Figures, 2002, 52), with not much difference between the numbers of male and female
population, i.e. 15,445,400 and 15,618,418 respectively.
Infrastructure
An extensive network of good roads and railways links the major cities and 
villages in Central Java. With domestic airports in Semarang, Solo and an international 
one in Yogyakarta, Central Java is one of the most accessible provinces in the country 
(Anonymous 2, 2003). Two major seaports, Tanjung Emas on the Java Sea, and Cilacap, 
a natural ocean port in the Indian Ocean, provide national and international channels for 
the province's agricultural and industrial products.
4 Or ‘Purbolinggo’ as shown in the map.
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example, public Universities are Gadjah Mada University in Yogyakarta, Diponegoro 
University in Semarang, and Sebelas Maret University in Solo. Private universities are 
Satya Wacana in Salatiga, Universitas Islam Indonesia (Indonesian Islamic University) 
and Sanata Dharma in Yogyakarta, Muhamadiyah University (in Yoygakarta and 
Purwokerto) and so on. All these universities play an important role in any development
of the Indonesian society and can have a strong potential impact on human resources. 
Socio-economic conditions 
The economic growth of Central Java can be presented by the Regional Growth 
Rate of GRDP (Gross Regional Domestic Product) – at 1983 constant prices, it was 3.33 
per cent in 2001 (Central Java in Figures, 2002, 541). The contribution from all sectors 
on the economy can be seen in Table 3.2. In 2001, the largest contribution to the Central 
Java economy came from the manufacturing industry - 29.15 percent. Another sector - 
trade, hotels and restaurants – which are the main sector of the economy in terms of 
employment contributed 23.97 percent. The agricultural sector at 24.48 percent still has 
a high contribution for the economic growth of the region. 
Table 3.2: Percentage distribution of Gross Regional Domestic Product
by industrial origin at current market price in Central Java 1997-2001 
Industrial Origin 1997 1998 1999 2000 2001
Agriculture 21.87 25.81. 25.09 25.62 24.48
Mining and Quarring  1.14 1.06 1.00 0.97 0.99
Manufacturing Industry 32.02 27.60 29.10 28.54 29.15
Electricity, Gas and Water Supply 0.74 0.68 0.65 0.74 0.77
Construction 4.34 3.55 3.92 4.07 3.96
Trade, Hotels and Restaurants  21.08 23.52 22.99 23.33 23.97
Transport and Communications 3.84 4.23 4.11 4.40 4.59
Financial, Ownership and 
Business Services 
5.45 3.67 3.65 3.69 3.65
Services 9.53 9.88 9.49 8.65 8.44
GRDP 100.00 100.00 100.00 100.00 100.00
Source: Central Java in Figures, 2002, 550. 
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The Indonesian Censuses indicates that the majority of Central Java’s people 
work in the agricultural sector. In 2002, the share of Javanese employed in the 
agricultural sector is 44,34 percent (BPS, 2002, 44). However, the proportion of people 
who work in the non-agricultural sector has been increasing. A 1999 survey by Hugo in 
West Java shows that local people in rural areas who do not have either work or land 
seek work in the non-agricultural sector, especially in the urban areas (Hugo, 1993, 40). 
A similar pattern has also occurred in Central Java. People from this province who do 
not have land or work especially from rural areas, migrate either to bigger cities within 
Central Java, such as Semarang, Solo, Cilacap, or to other big cities outside the Central 
Java province, such as Jakarta and Bandung. This can be seen every year, three or four 
days before lebaran or Idul Fitri’s day (a celebration day after the Moslem fasting of one 
month) – all seats on flights, trains and busses, as well as personal cars – are always 
fully booked. This large transportation occurs due to the massive number of people who 
want to go back to their original places in rural or urban areas in Central Java. In 2003 
for example, 11.86 millions people went back for Idul Fitri, compared to 17.3 millions in 
2002. It means that there was an increase 10.11 percent from 2002 to 2003  (Republika, 
2003).
Since 1971, there has been a tendency for the proportion of females who are 
employed in both urban and rural areas to increase (Adi, 1996, 167). Hugo points out 
that in the case of the West Java province, ‘the reason was a substantial increase in the 
proportion of women reporting themselves economically active between 1980 and 1990’ 
(1993, 54). This same pattern is also the case in Central Java as described in Table 5.3 
(Central Java in Figures, 2002, 79). The overall activity of Central Java’s population 
(aged 10 years and over) has been steadily increasing. The participation of women in 
economic activities has recently increased from 5,851,564 (40.38%) in 2000 to 
6,137,773  (47.74%) in 2001.
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week by sex in Central Java from 1997 to 2001 
Year Male (%)  Female (%)  Total (%) 
2001 8,928,769 (59.26)  6,137,773 (47.74)  15.066,542 (100) 
2000 8,639,658 (59.62)  5,851,564 (40.38)  14,491,222 (100) 
1999 8,618,350 (59.17)  5,847,769 (40.83)  14,566,119 (100) 
1998 8,441,201 (59.79)  5,677,627 (40.21)  14,118,828 (100) 
1997 8,408,771 (60.91)  5,397,159 (39.10)  13,805,930 (100) 
Source: Central Java in Figures, 2002, 79. 
From the total work force, the percentage of women who participate in the work force in 
Central Java is 40.8 as shown in Table 3.4.
Table 3.4: Population aged 10 years and over who participate in the labor force
by sex in Central Java from 1997 to 2001 
Year Male Female Total
2001 9,268,544 (59.2)  6,376,188 (40.8)  15,644,732 (100) 
2000 9,022,675 (59.6)  6,106,447 (40.4)  15,129,122 (100) 
1999 9,108,773 (59)  6,324,572 (41)  15,433,345 (100) 
1998 8,891,316 (59.5)  6,057,947 (40.5)  14,949,263 (100) 
1997 8,703,817 (60.4)  5,701,350 (39.6)  14,405,167 (100) 
          Source: Central Java in Figures, 2002, 77. 
There are some interesting figures in Table 3.4. The male work force decreased 
gradually from 60.4 in 1997 to 59.2 per cent in 2002. The situation was opposite with 
female work force where the figures increased gradually from 39.6 per cent in 1997 to 
40.8 per cent in 2001. This situation reflects the fact that more women are involved in 
the work force. This change is in some degree a reflection of the effects of gender 
relations and Chapter 8 elaborates on those effects from a gender perspective.
Per capita expenditure consumption 
To measure the public welfare of households in Indonesia, BPS (Statistics 
Central Board) uses a household expenditure approach. The household expenditures 
differ significantly between urban and rural areas. Another important distinction is 
between food and non-food consumption expenditures. This approach reflects how 
people allocate their income to satisfy household needs. The average monthly
expenditure in Central Java was 112,24 thousand rupiahs per capita in 1999 (Central 
86Java in Figures, 2002, 573). Comparison between urban and rural population is 
presented on Figure 3.2. The average monthly urban expenditure was higher than in 
rural areas, namely 152.52 compared to 105.62 thousand rupiahs. In other words, the 
total expenditure by rural population was just around 69.25 percent of the total 
expenditure in urban areas. 
Figure 3.2: Average per capita monthly expenditure in Central Java 1990, 1993, 
1996 and 1999 (Thousand Rupiahs) 
     Y e a r
   Source: Central Java in Figures, 2002, 575. 
The classification of expenditure into food and non-food consumption is often related to 
social welfare (Central Java in Figures, 2002, 574). In developing countries, which have 
87low nutrient fulfillment, food consumption as a necessity for living is main priority and 
this is the case in Central Java. 
Table 3.5: Percentage of per capita monthly expenditure on food and non-food items of 
rural areas in Central Java 1990, 1993. 1996, 1999 
Percentage per Capita Monthly Expenditure 
1990 1993 1996 1999
Kind of 
Expenditure
Urban Rural Urban Rural Urban Rural Urban Rural
Food Items 55.14 64.30 53.74 59.77 52.31 62.50 59.39 67.21
Non-Food Items 44.86 35.70 46.26 40.23 47.69 37.50 40.61 32.79
Total 100 100 100 100 100 100 100 100
Source: Central Java in Figures, 2002, 579-580.
As can be seen from Table 3.4 above, in urban areas the percentage of total 
expenditure used for food has decreased in all years except 1999. They have dropped 
from 55.14 percent to 53.74, then again to 52.31 percent in 1990, 1993, 1996 
respectively. However in 1999, they increased to 59.39 percent, due to the economic
crisis in 1998, which required more spending on food. The situation in rural areas is a bit 
different where this figure has fluctuated. The percentage of expenditure used for 
consumption of food decreased from 55.14 in 1990 to 53.74 in 1993. Then it increased 
to 62.50 in 1996, and reached a peak to 67,21 in 1999.
88Interestingly, during all these years the share of expenditure for food 
consumption in rural areas was higher than in urban areas. The biggest gap was in 1996 
when rural population used over 10 percent more of its income for food items in 
comparison with urban dwellers at 7.82 percent. The gap in 1999 was below the average 
of 8.3 percent but rural people were still spending a large percentage of their income to 
satisfy food necessities.
In tradition rural Javanese area, women are in charge to meet food necessities, 
therefore they will use any chance to fulfill this obligation. There is no surprise then that 
a significant part of the working rural population are women. As reported by Findley 
(1987), women and children in rural settings are called upon to continue and intensify 
their work in the agriculture sector, while men seek wage labor outside the village as 
migrant laborers. Therefore, the inability of landless women (mostly married women) to 
leave the village and their need of having their own income, can be addressed with the 
access to micro-credit. The implementation of the government schemes is appropriate 
for gender mobilization in rural areas. The involvement of women in economic activities 
especially in the agricultural sector, has been excluded from village registration, and this 
is another reason for providing micro-credit. This exclusion covers: 
x the farmers’ wives who help the husbands in agricultural activities and 
x the wives who have opened a small business such as making food for sale or 
small shop (‘warung’) in their house (Adi, 1996, 177). 
3.1.3. Demographic profile of respondents 
In this study, I interviewed 93 women from three districts in Central Java – 
namely Cilacap, Purbalingga and Brebes - involved in this study as respondents. There 
were thirty-one (31) women from each district. As the women are the main target of the 
two government schemes, this section describes the interviewed sample in terms of their 
distribution by age, religion, occupational category, marital status, educational level, and 
number of children. In order to understand the data from the field, it is important to 
show the demographic profile of respondents, which help to analyze the findings. 
89(1) Age 
In terms of age, the majority of interviewed women who have taken credit are 
between 30 to 45 years old, i.e. 25, 25, and 21 at Cilacap, Purbalingga, and Brebes 
respectively (see Figure 3.3). The figure also shows that 71 out of total 93 women or 
76% fall within this age category. This finding depicts that women within this age 
bracket seem most interested to be involved in any project that earns income for their 
family. This is understandable as this is the most economically active age for Indonesian 
women who tend to have children in their 20s. The age distribution in Brebes is more or 
less normal with younger and older women represented in the interviewed group, while 
Cilacap had only older respondents and Purbalingga only younger. 
Figure 3.3: Distribution of respondents by age and location 
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                                    Source: Data from field work, 2000. 
(2) Religion
        From Figure 3.4 below, it can be seen that all participating women in the three 
districts are Muslim (93). Recognizing women’s religion seems an important issue, 
especially when dealing with the consequences from their involvement in the project 
including the role of and interactions with the bank. Under Islamic law banks are not 
90allowed to charge interest. The dilemma between charging the interest and taking out 
loans in Indonesia describes in Chapter 3.3.2.3 in this chapter and Chapter 8.2.3. 
Figure 3.4: Distribution of respondents by religion and location 
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                                     Source: Data from field work, 2000.
Religious beliefs also determine women’s behavior in society, including the 
degree of freedom of movement and interactions with institutions and the opposite sex. 
In many cases, this could be prohibitive to them being involved or undertaking 
economic activities. 
(3) Marital status 
Family is an important form of human relations as can be seen in the findings 
from the field work in Central Java. Most women respondents - 87 out of 93 (or 94%) - 
are married. Only 2 are still single and 4 did not give any answer to the marital question. 
One single woman from Brebes has joined these schemes for an unusual reason, i.e. 
continuing her late mother’s status as member of the schemes (data from field year 
2000).
91Figure 3.5: Distribution of respondents by marital status and location 
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(4) Occupation 
For the poor, it is obvious that they have tried hard to meet their needs in any 
way possible, including involvement in the credit project offered by the government.
Figure 3.6 below depicts that generally it can be said that the majority of women - 60 
amongst 93 (or 65%) - have their own business. However within the three districts there 
are two different patterns. A particular case in Cilacap shows that there are more
unemployed women (20) rather than women who have their business (10), and 1 woman
is a civil servant. This pattern is quite different to the case in Purbalingga and Brebes 
where more business women rather than unemployed are involved. In Purbalingga, 29 
women among 31 have their small businesses, and only 2 have no job. Similarly, 21 
women in Brebes run their businesses and other 10 women are unemployed.
92Figure 3.6: Distribution of respondents by occupational category and location 
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The participation of unemployed women in the schemes is particularly valuable as it 
shows that the government has been successful in assisting income avenues which 
otherwise would not have been available to poor women. This also allows women to 
gain experience and develop skills which will be beneficial to them and their families in 
the longer term.
(5) Educational level 
Level of education is one of the important indicators determining the quality of
life and employment opportunities. The findings from this study show that the higher the 
educational level, the less the number of women who participate in the government
schemes. This argument is the case in Cilacap where the number of women at primarily
school, junior high school and senior high school is 29, 2, and 0 respectively, meanwhile
the case in Purbalingga shows the figure is 14, 15, 2 at those three levels (see Figure 
3.7). However, the case at Brebes depicts more numbers of women at the higher level of 
education. Even though 2 women did not give any answer (as can be seen from Figure 
933.7), the number of women at primarily school and junior high school is 8 and 21 
respectively. In other words, generally the overall picture is still supporting the situation 
that the majority of women have a lower educational level i.e. 51 out of 93 or 55%. This 
finding is not surprising as the schemes are directed towards the poor families and 
poverty is strongly negatively correlated with educational levels. There were no women
with higher education and only 2 women or 2% have completed senior high school.
Figure 3.7: Distribution of respondents by educational level and location 
0
10
20
30
40
50
60
EDUCATIONAL LEVEL
N
U
M
B
E
R
 
O
F
 
R
E
S
P
O
N
D
E
N
T
(
S
)
Cilacap 02 92 0
Purbalingga 01 4 1 52
Brebes 28 2 1 0
Total 25 1 3 82
Not
answer
Primary
School
Junior
HS
Senior
HS
                             Source: Data from field work, 2000. 
Although targeting explicitly women, the government schemes are aimed at helping 
rural families. It is therefore interesting to make a comparison of educational level 
between wives and husbands. The data from the field work is represented in Figure 3.8. 
It depicts some significant differences between the levels of education attained by 
spouses. The number of women decreased at the higher educational level, however, the 
number of husbands increased at the higher educational level. Figure 3.8 shows in total 
that the number of women at primarily, junior and senior high school is 48, 39 and 3 or 
53%, 43% and 3% of women who have provided any answer respectively. In contrast, 
94the number of husbands at those three levels is 23, 36 and 30 (or 27%, 40% and 33%) 
respectively. Even though at senior high school, the number of husbands (30) is less than 
at the junior high school (36), there is still a great difference between wives’ and 
husbands’ attendance at senior high school, i.e. 3 compared to 30 respectively. It is 
interesting to put the findings from the field work within the broader context of 
educational levels in Central Java. 
Figure 3.8: Distribution of respondents by educational level and gender 
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Comparison of educational levels to Central Java 
A different distribution of educational levels between the two genders is also the 
case in Central Java, as depicted from the statistical profile at Figure 3.9. From this 
figure it can be seen that overall women’s educational level is lower than that for males.
The percentage of women with primarily school or lower education is higher than for 
men, i.e. 77.6 compared to 70. In contrast, the percentage of women at the junior high 
school is less than men, i.e. 11.7 and 14.7 respectively. This pattern can be seen as well 
at the senior high school where the percentage of females is 10.7, compared to males
that reached 15.3.
95Figure 3.9: Distribution of educational level of Central Java,
population above 10 years old, 1999 
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The report from the National Statistics Census in Indonesia for 1998 also 
supports the pattern that the educational level among women who are heads of 
household, is lower than that of men, even though most of the Indonesian households are 
at the lowest level of education i.e. at primary school or below (see Figure 3.10).  The 
percentage of women at this level is 82.57 compared to men at 67.1%. At all other 
educational levels (junior high school, senior high school and University), however, the 
96percentage of women is less than of men, i.e. 6.77 compared to 12.1; 8.71 compared to 
16.76 and 1.95 compared to 4.74 respectively. The gap between the genders also seems
to be widening the higher the educational level is. There are 2.4 times less women with 
university education compared with 1.9 for senior and 1.8 for junior high school. 
Figure 3.10: Distribution of Indonesian head of household
by education attainment and sex year 1988 
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(6) Number of children 
In terms of the number of children, the data from the field work (see Figure 3.11) 
shows two different patterns. The first pattern is that among the respondents who have 
used the government schemes, less women have more children as is the case in Brebes. 
Out of 29 women who have children, 17 or 59% have 1 to 2 children compared to 12 
women or 41% who have 2 to 5 children. 
97The second pattern, which is the case in Cilacap and Purbalingga is the opposite. 
A larger number of women who have used the schemes have higher number of children. 
In Cilacap, 11 women (or 35%) have 1 to 2 children, while 20 women (or 65%) have 3 
to 5 children. A similar pattern occurs in Purbalingga where the number of women who 
have 1 to 2 children is 3 (or 10%) compared to 28 women (or 90%) who have 3 to 5 
children. However, there is no single respondent who has more than 5 children. 
Overall, more women with larger families have used the government schemes – 
60 or 66% of them have 3 to 5 children. This is an interesting finding as it seems that the 
schemes are reaching the families who most need them providing additional support and 
opportunities.
Figure 3.11: Distribution of respondents by number of children and location 
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983.2. Rural society in Indonesia 
It is an extraordinary difficult task for the Indonesian state to maintain unity 
among 300 million people who are divided into more than 400 ethnic groups and live in 
67,000 adat-based villages on 3,000 islands (Soemardjan and Breazeale, 1993, 4). It is 
therefore understandable that the national government has placed greater emphasized on 
the world “unity” (tunggal) rather than on the “diversity” (bhinneka in the Bhinneka 
Tunggal Ika credo, which could be rendered into free translation as “in our diversity we 
are actually one” (Soemardjan and Breazeale, 1993, 11). This credo had been used since 
1908, long before the Indonesian independence especially by intellectuals who at that 
time saw so many local wars. Those wars did not bring any benefits to the people, but 
just for the colonizers such as the Dutch, and small elites from the local royal families
who were willing to cooperate with the colonizer. Society across Central Java, in some
degree is still influenced by its own history. Central Java is an area rich in culture and 
tradition descending from a powerful Hindu and Buddhist past, and more recent Islamic
influences (Anonymous, 2003).
Under the Saliendra and Old Mataram Kings in the 8
th and 10
th centuries the 
Hindu-Javanese culture flourished, and it was during this period that Java's most
remarkable religious monuments were built: Borobudur (the most important tample to 
Mahayana Buddhism in the world), Prambanan (the enormous Hindu temple complex of 
Prambanan), the Dieng Plateau (the ancient site of the oldest Hindu temples in Java). All 
of these are testimony to the ancient power and influence of the region. 
The first Islamic Kingdom in Java was established in 1511 in Demak, about 40 
km from the Provincial capital of Semarang. One of the province's greatest Islamic
structures is the Grand Mosque of Demak. Symbolic of the way the new faith was 
introduced, the mosque displays a curious combination of Islamic and Hindu 
architectural influences and is still revered and worshipped by Javanese pilgrims.
This section explains rural society in Central Java, and includes the 
administrative structure in rural areas, characteristics of rural society, division of labor in 
rural areas, basic economic units in rural areas, and role of women in rural area. 
Understanding this society is necessary especially when we want to have successful 
99programs or projects such as credit and saving schemes, which usually involve or try to 
change women’s status in the society.
3.2.1. Administrative structure in rural areas 
The emphasis on “unity” has become so important to some ministers that they 
translated it into “uniformity” in 1979. This process is explicit in Law Number 5/1979, 
which is the legislative instrument that defines the responsibilities and duties of 
administrators at the village level throughout the country. As mentioned in section 5 of 
this chapter ‘The concept of village in Indonesia’, there are certain doubts about this 
regulation arguing in the sense that it was the way central government controlled the 
people and natural resources (Zakaria, 2000 and Sangaji, 1997). Within the 
administrative framework represented in Table 3.6, the village is at the lowest?? level of 
the administrative structure and serves as the point of direct contact between the 
government and the population at the grassroots level. The administrative structure of 
the Indonesian modern state is outlined in Table 3.5, starting from the national 
government to the level of the community and including the person in charge, procedure 
and status. 
Even though the last two scales – RW and RT – play an important role of day to 
day problems within society and are a gate of most government policies, the heads of 
those two scales are not government officials. They are voluntary officials, and are 
nominated by the people within their areas, with the expectation that they will represent 
the original voice from the people at the grassroots level. Usually they come from
various backgrounds and are respected persons in their areas, such as local leaders, 
religious leaders, intellectuals etc.
100                 Table 3.6: Indonesian administration hierarchy 
Scale of 
administration
Person in 
charge
Procedure Status
President Elected for a five-years term by Supreme
People’s Legislative Assembly
Paid Official  National
Government
Minister of 
Internal Affairs 
Assistant of President. Nominated by the 
President
Paid Official 
Provincial
Government
Governor
(Gubernur)
Head of a province (Propinsi), elected for a 
five year term by the Provincial 
Representative Council, confirmed in office 
by the President. 
Paid Official 
Local
Government
District head 
(Bupati)
Head of district (kabupaten); elected for five 
year term by the District Representative 
Council; confirmed in office by the 
President.
Paid Official 
Borough
(Kecamatan)
Sub-district
head (Camat)
Head of sub-district (kecamatan); appointed 
by the Governor. 
Paid Official 
Precinct
(Kelurahan),
known as 
village (desa) in 
rural areas 
Village head 
(Kepala Desa)
Elected by the people under the provisions of 
the 1979 local administration law for an eight 
year term (but traditionally for life); confirm
in office by the District Head.
Paid Official 
     Community
(RW=Rukun
Warga), known 
as kampung in 
rural areas 
Community
head (Bapak
RW)
The 1979 law, village is divided into hamlets
(dusun). Nominated by the people within 
their area ‘kampung’.
Voluntary
Official
Neighborhood
or Rukun
Tetangga (RT)
Neighborhood
head (Bapak
RT)
Nominated by the people within the 
neighborhood.
Voluntary
Official
Source: Summary from Suriptono, 1999; Soemardjan and Breazeale, 1993. 
 -indicates divisions outside administrative hierarchy.
In terms of programs or projects, there is a variety of local government agencies, 
each having their own spheres of operation and responsibility decided upon by their 
ministries in Jakarta through the heads of their departments at provincial and district 
(local government) levels. Antlov gives examples of departments at the district level 
(1995, 57) as can be seen in Table  3.7. 
101Table  3.7: List of programs / projects and the department in charge at Local 
Government
Programs/Projects Department in Charged 
Village Cooperatives Department of Cooperative Affairs 
Civil Defense  Department of Defense 
Secondary and junior high schools  Department of Education 
Islamic schools  Department of Religious Affairs 
Land tax/village bank credit  Department of Finance 
Rural intensification programs Department of Agriculture 
Rural production programs Department of Industry 
Electrification programs Department of Energy 
Irrigation of road improvement Department of Public Works
Birth control and infant care  Department of Health 
         Source: Antlov, 1995, 57. 
Through these officials, institutions and programs, the Indonesian state is present 
in most spheres of people’s lives. It guides and tells them how to live as Indonesian 
citizens (Antlov, 1995). 
Schlapfer claims that in relation to the bureaucracy of the National, Provincial 
and Local Government, “all department heads are from the military” (2002, 185). This 
might have been true before the political reform in 1998. Since that year, however, more
possibilities were open for civilians to be a number one person in a bureaucracy system,
including as a head of local government. For example, the head of local government in 
Kebumen district is a woman who recently graduated from social sciences at Jenderal 
Soedirman University – a public university in Purwokerto (Kedaulatan Rakyat, 24 
Agustus 2003). However I agree with Schlapfer saying that “from kecamatan down to 
RT, the leaders are made up of a mix of civilian and army personnel as well as quite a 
number of the non-military heads of departments are retired military men”. Therefore 
the claim of Robison in 1977 of the dominance of the military in the bureaucratic 
apparatus in Indonesia (1977) is no longer a case or at least it has been changed after the 
Indonesian Crisis in 1998.
     In between the government administrative layers, there are the following four 
groups of non-government players to consider: 
1. Indonesian non-government organizations and foundations; 
2. National private enterprise; 
1023. International non-government organizations and foundations; and 
4. International private enterprises (Schlapfer, 2002, 184). 
Besides, according to Schlapfer (2002, 185) overlaying all other levels are the following: 
1. Large multinational enterprises; 
2. Overseas governments; and 
3. International funding agencies. 
They all have significant impact on the country’s economy and political decision 
making.
3.2.2. Characteristics of rural society
Similar to any other societies around the world, the Indonesian society or 
community at present is different to the one in the past, decades or centuries ago. The 
more modern or developed the community, the more different it is from its past due to a 
number of factors influencing its life such as politics, economy, culture, religion and so 
on. Sullivan has investigated the perception of the Indonesian community within the 
present political order. He shows that ‘social life in contemporary communities is not 
traditional but a social product of certain political practices, of practical efforts of their 
members and of a potential political-communal ideology’ (1992:220). I believe that in 
some degree the adat (the codification of customs and traditions) itself is still practiced 
especially in places where there is less change from development such as rural areas. 
This is due to the fact that the evaluation process of the values has began long time ago 
in 7
th to 10
th century for the Hinduism and Buddhism values, 15
th century for Islam and 
17
th century for Western culture. When such values are embedded in a certain society, it 
takes time for a change. However, the degree of adherence to certain values for every 
society and individual in different regions (urban-rural) is different. Besides, Antlov also 
admits that the community and its values will not disappear either the values are 
reinforced by the New Order (1995).
This section explains the communal values or characters of rural society in 
Central Java as this is important especially when there is an effort by the government to 
implement any schemes (including saving and credit schemes), which will affect
people’s life. Such characteristics or common values include lahir and batin (outer and 
103inner self), sopan-santun, hormat (respect), pamrih (personal desires and wishes), rukun
(social harmony), wirang (losing the respect), isin (shame), linguistic stratification and
gotong-royong as a communal ideology. All these characteristics are believed to be a 
way to achieve harmony in life individually and as a member of community.
Lahir and batin (outer and inner)
These two notions – lahir and batin (outer and inner self) - must be in 
correspondence with each other in order to achieve human-being happiness. Geertz’s 
study on this issue points out that a person is constituted of lahir and batin. ‘Lahir means
outer self, the observed realm of human behavior, while batin is inner self, the felt realm
of human experiences’ (1983, 60). The outer self or social appearance should always 
stand in equilibrium with the cosmos that consists of environment, society and animals,
as well as with the inner self through the restrained and refined behavior. Those who 
lose their temper or disrupt community life are vulgar and crude (kasar). To maintain the 
equilibrium of lahir and batin (outer and inner self), interaction is governed by sopan-
santun, an elaborate ritualization of public manners.
Sopan-santun
The basic trait of sopan-santun in Java are the beliefs that people should behave 
in accordance with their social position (hormat), that personal desires and feelings 
should be restrained (pamrih) and that community hierarchy and harmony should be 
honour (rukun).
Hormat (respect) and rukun (social harmony)
Hormat is the best cultural concept in Java, that is the concept ‘…to act in 
accordance with its attendant right and obligations’ (Antlov, 1995, 94). This term is 
moral and expressive act of symbolic subordination, recognizing the higher social 
estimation of other persons in order to maintain ‘harmonious social appearances’ and 
‘community harmony’ (rukun). If people neglect to show proper respect, interaction will 
be strained and rukun upset. When rukun is upset, it must be brought into balance again, 
into that state of emotional calm (slamet) so much desired by people in Java. The worst 
104sin is to be seen as a vulgar, arrogant (sombong or gengsi), or boasting about one’s 
superiority. A person who is not able to discern differences in status is characterized as 
ill-bred (kurang ajar). The ideology of hormat is that a person is surrounded by other 
people of junior and senior position. One phrase that characterizes this function of 
hormat is minta izin, which means to ask the host of permission. Permission is always 
granted, and the minta izin ritual could in this way be interpreted as a method of paternal 
control (Antlov, 1995), for example asking permission from the father/host to go 
outside.
Pamrih (personal desires and wishes)
The appearance of rukun puts high value on conflict avoidance, in which 
personal desires and wishes (pamrih) are suppressed. Personal interests should give way 
to the communal good. In terms of secular matters related to gender issue, a study of 
Sundanese cosmology, has revealed that control over secular matter (such as money and 
cooking) is detrimental to political prestige (Antlov, 1995, 130). One prerequisite for 
spiritual power is a certain distance from the trapping of worldly life. However, women
can seldom afford to pull back from their social environment. By managing household 
affairs they in fact demonstrate their lack of spiritual power and effective potency, thus 
diminish their prestige (Berninghausen and Kerstan, 1992; Errington, 1990 and Wolf,
1992).
Wirang (losing a respect)
Maintaining hormat and avoiding the loss of respect are central concerns to the 
Sundanese as well as Javanese (Antlov, 1995, 95). To lose respect (wirang) is, in 
cultural terms about the worst thing someone can think of. As an elder relative, but with 
lower social status, it was difficult for somebody to decide how to relate with the one 
combination of a junior position within education and wealth. These difficulties include 
to decide the appropriate level of speech and the correct differential term, to settle the 
order of conversation. People often withdraw from interaction with persons of unclear 
status for fear of making a mistake.
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not oppose the official at village meetings. Why do people do not put forward their 
questions more forcefully? The answer is that it is ‘not good’ to openly criticize a leader, 
to promote individual interests or to disrupt village harmony (Antlov, 1995, 148). To 
breach this value, is risky for your personal life, as in the case of Dita Sari. She was sent 
to jail for a six-year jail term beginning in 1996 because of her involvement in 
organizing a strike in favor of women labourers in Surabaya city, East Java (McBeth, 
2001). Another example is Marsinah, a factory woman worker and labor activist from
Nganjuk, in East Java, who was beaten, raped and murdered. She lost her life after she 
joined a strike over wages and working conditions during New Order in May 1992 
(Waters, 1993).
When there is conflict of interest, which needs a decision, it must be reached by 
consensus. This is the conventional answer. Antlov (1995) also mentions that it is 
seldom to discuss or decide important matters at meetings. This unwillingness to 
criticize others publicly is linked to the belief that people have an obligation to show 
respect in public for people of higher status. It also should be considered that the agenda 
is prepared by the village elites, village meetings therefore often end in favor of the 
powerful. To sum up, this bureaucratic process results in difficulties to trace a real voice 
from the ordinary people even if there is a forum to do so. 
Isin
Villagers feel isin (discomfort/shame) when they address the stranger or superior 
(Antlov, 1995, 95). It is deemed better to remove oneself and be inferior than to assert 
one’s personal desires and be vulgar. Gender is important here. Although all children are 
taught isin, the degree to which it is internalized differs between the sexes. A boy is 
taught to obey his father, but soon draws back from his parents. In a group of teenager 
boys, they are encouraged to become courageous (berani). In their late teens, many
young men leave their families and villages in search of experiences (merantau). When
they marry, most men move to the woman’s family, thus again having to adjust to new 
mothers with household cores.
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less intelligent or resourceful), and their sexuality is strictly controlled (Berninghausen 
and Kerstan 1992:34). Both boys and girls may hold views that are different from their 
parents’ but they quickly learn not to show difference in public. Independent views are 
synonymous with personal desires and therefore suppressed. The Javanese as well as 
Sundanese children learn at early age the ideology of shame, control of feelings and 
social estimation. In addition, a child is not a social person before he or she knows how 
to be restrained (halus) and to show respect.
The behavior to control their feelings and try to respect the people ‘can remain
silent outside a house for a long time’ (Antlov, 1995, 96). This pattern continues when 
the child goes to school. Questioning the transmitted information from the teacher for 
example, is equivalent to challenging the legitimacy of the transmitter. To ask questions 
is seen as an act of ignorance and displays curiosity. Presently, the value of isin (shame
or modest) has been changing or at least shifting. The majority of a highly visible social 
group of middle class people in most cities are ready to ‘go public’ and ‘expose 
themselves’ contrary to traditional malu (modest) feeling (Raillon, 1994, 163). 
Linguistic stratification 
Status and prestige in Java are most easily detected in language. Both Javanese 
and Sundanese languages have intended markers of respect. Javanese language has three 
levels: crude (ngoko), middle (kromo madyo) and refined (kromo inggil). The 
grammatical rules of the three levels correspond, but many words in the basic 
vocabulary are different. Their application depends on the person when they interact. 
The misused of the word can be labeled as ill-bred (kurang ajar) especially for a person 
with a native Javanese speaking background, who is expected to understand these three 
differentiated languages very well. 
Gotong-royong
Beside the personal characteristics described above, there is also the most
important communal ideology within Indonesia, i.e. gotong-royong. This is ‘a system of 
107voluntary mutual help without payment between neighbors, friends and close relatives in 
the community’ (Soemardjan and Breazeale, 1993, 88). This institution has been 
practiced by people and used for all types of purposes that need a concentration of labor. 
These purposes include agriculture activities, house building, wedding ceremonies, and a 
variety of social activities. All these activity are being called ‘sambatan’.
The bond of trust and solidarity of gotong-royong may be challenged and broken 
when confronted by the unfamiliar set of institutional procedures of the modern
management, such as professional management, accounting and legal disputes. The 
worst consequence of losing this ideology occurs when the confrontation has been done 
with full power from the government or from the superiors. As a result the spirit of 
mutual-help activities is replaced by professional management, which means that people 
will be more concerned with economic purpose rather than with solidarity. An example
is when the government in late 1950s introduced the hired labor and machinery in the 
name of development (Soemardjan and Breazeale, 1993). Most people preferred hired 
labor because it was cheap, and it is much easier to give orders within a contractual 
arrangement based on wage than is the case in an arrangement based on mutual help. 
They conclude that, contrary to widespread belief, a spontaneous desire to serve the 
community through gotong-royong could be found only in two basic categories i.e. 
cleaning ancestral graves and family miseries such as death. 
Compared to urban, rural areas nowadays in some degree are still influenced
more by the traditional characteristics as described above. Therefore any change 
including introducing micro-credit which focus on financial issues by government or by 
any other agencies, which affecting the community and their values will be responded 
seriously especially when it goes against social values. This is because traditionally they 
put the communal interest in the first place rather the individual interest, in order to 
achieve harmony.
3.2.3. Division of labor in rural areas 
In the village rural areas, the division of labor between the sexes has certain 
characteristics related to traditionally performance of tasks, i.e. men’s, women’s and 
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the land for swideen or settled agriculture, ploughing, shepherding, husbandry of draft 
animals, building of houses, hunting, boat building, metal work, maintenance of 
irrigation channels and leading of water to fields, sea fishing’ (1976, 27). Women have 
an obligations ‘to cook and carry water, collect herbs, roots, fruits and seeds, gather fuel, 
rare the children, grind grain, care of fruits and vegetables near homes, husbandry of 
dairy cattle and small livestock. Both men and women have duties for weeding, 
harvesting, threshing, cottage industries, tapping, freshwater fishing’ (Whyte, 1976, 27). 
All the distinctive tasks above have been formulated for the ideal man or woman
as a result of physiological, social or religious reasons. However, those responsibilities 
have been modified due to pressure of circumstances, particularly the temporary or 
permanent loss of a family member. The intensity or actual performance of many
activities is relaxed for elder members of the community if adequate sons and kinsmen
are available to carry them (Whyte, 1976). If they are not, either the elderly still have to 
work, or limit their own needs, expect the pittance from neighbor or starve.
The process of distinctive roles above starts from early childhood. Girls are 
taught not to think and be concerned about political matters. While boys leave the 
protection of the intimate family at an early age, girls are encouraged to acquire a 
submissive attitude, and care only for household affairs. When girls grow up, they are 
also expected to make an equal contribution to the household economy, besides doing all 
domestic chores.  They work on the rice-fields or leave their children in the care of their 
grandmothers while working in the factories as is the case among Sundanese in a 
Majalaya village. In his research in this village, Antlov found that there are few cases of 
men staying at home taking care of the children (but doing no other chores) while their 
wives work (1995, 129). He also found that men are expected to hand over their income;
which is a main source of marital tension. 
3.2.4. Basic economic unit in rural areas 
Throughout Asia, either in rural or urban areas, the basic economic unit is the 
family, either nuclear or extended family (Whyte, 1976). Especially in Indonesian 
villages, all members of the family and in some instances non-members who are treated 
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anthropological terms between the extended family and nuclear family. The extended 
family composes of three generations of married siblings and their children, or both. The 
nuclear family consists only of parents and their unmarried children who live in the 
parental home, produce children, subsequently move out to form a new nuclear family
and their parental home reverts also to a nuclear family. In relation to economic survival, 
Frans Husken (1982) has studied the political economy of a village in north Central 
Java. He examines how a few families of the village elite have maintained paramount
economic and political positions over several generations through their access to land, 
higher authorities, and by strategic marriages.
Communities are bound together not only by kinship, but also by economic and 
ceremonial exchanges. The most common economic exchange is the rotating savings 
scheme (arisan). A study of Sundanese, in Sariendah village, has also found that in the 
Javanese society similarly most women in both societies have joined the arisan, except 
the ‘very poor and the very rich’ (Antlov, 1995, 105). Each hamlet has two or three such 
arisan, sometimes with overlapping memberships. An arisan consists of 10-15 
households who put away money each week in a common fund. This money is then paid 
out weekly to one member, either via lottery or in turn. Sometimes the rotating time is 
agreed through a consensus among the members of arisan on the monthly bases. The 
members of the arisan (almost exclusively women) meet for the drawing at the home of 
the organizer of the arisan. This provides an occasion for socialising in a relaxed, and 
sometimes exciting familiar atmosphere. Not only the members often enter the arisan
with a specific purchase or expenditure in mind, this arisan also is an informal
institution to promote the community spirit (Guinness, 1986 and Jay 1969). 
3.2.5. Role of women in rural areas 
There is a large literature describing the role of women within the Javanese 
society either from personal, family, society or state level. For example, in personal and 
family levels, most of the literature claims that Javanese women seem to be more of
control in managing the family income compared to men and compared to other 
societies (Errington 1990, Berninghausen & Kerstan 1992, Wolf 1992, and Antlov, 
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local market place and have an influence in ceremonial affairs (Antlov, 1995, 129). All 
these preferences, however, do not lead women to the public sphere due to a number of 
reasons.
First, the same with any other group or country the small amount of money
seldom permits any real political influence (Antlov, 1993). It is mainly a matter of 
making ends meet. The fact that women command the household budget does not mean
that they can make decisions about major items of expenditure without consent from
their husbands. Among the poor families, which have a limited take home income from
their husbands, women carry a disproportionate burden for the household incomes.
Secondly, the state has positioned women throughout several organizations 
initiated by the state. In most of these organizations, the role of women primarily is to 
support their husbands and families before their personal interest. These organizations 
that are directly involved in women’s life are Family Welfare Guidance Committee
(PKK), Dharma Wanita (an organizations for civil servants’ wives), Kowani (a
federation of 79 women’s organizations) and HWK /Himpunan Wanita Karya
(Women’s Functional Association). Although all those ‘…organizations strategically 
placed to empower their members through the dissemination of feminist ideas on women
rights as embodied in the convention…’ (Sadli, 2002, 89), I focus only on PKK because 
it is the organization which influences most to women’s life in rural areas. 
PKK
The PKK is a primary scheme for village women initially introduced by the 
Governor of Central Java in early 1970s (Soemardjan and Breazeale, 1993). The term
PKK is abbreviation from “family welfare education” (Pendidikan Kesejahteraan 
Keluarga), then later it was changed to “family welfare guidance” (Pembinaan
Kesejahteraan Keluarga) to reflect the shift in emphasis from education to the active 
participation of women in the national development. In 1999, a letter ‘P’ no longer 
stands for pembinaan (guidance, instruction), but for pemberdayaan (empowerment),
therefore this new name can be translate to Pemberdayaan Kesejahteraan Keluarga
(Family Welfare Empowerment Movement) (Marcoes, 2002, 190). This new translation, 
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policies. The PKK is characterised ‘as a movement because women were called upon to 
participate more actively in the development process by modernizing the home and the 
lives of their families’ (Soemardjan and Breaseale, 1993, 48). 
The ten categories around which each village group is expected to organize its 
activities, known as Sepuluh Program Pokok PKK  (The Ten Basic PKK’s Programs)
are as follows: 
1. the national ideology (Pancasila)
2. community mutual-help (gotong-royong)
3. hygienic preparation of food and attention to nutrition 
4. selection of appropriate clothing and learning sewing skills 
5. interior household arrangements for improved hygiene and efficient use of space 
6. education and training in new skills 
7. family health care 
8. cooperative  associations
9. maintaining a clean and harmonious home and village environment
10. family planning (Soemardjan and Breaseale, 1993, 49). 
The structure of PKK has a fixed hierarchy parallels to the administrative
structure of the government from the national to village level, as well as to hamlet and 
neighborhood level. It is rare that the head of PKK does not parallel to the husbands’ 
position. If this is the case, a most likely the women in charge are admired women or 
outstanding women in that society. Funding at various levels is also down to the village 
PKK units and is included in the national budget. Within this structure, there are women
who are responsible for initiating and leading the work of the PKK, called “movers” or 
“cadres”  (penggerak). At the village level, the Family Welfare Guidance Committee
(PKK) is officially part of the Village Community Resilience Board (LKMD=Lembaga
Ketahanan Masyarakat Desa) but in practice it is an independent state organisation with 
separate financing and budget.
The agenda of PKK meetings basically are social gatherings, and a typical 
meeting in a village may include the addition to skills and ideas of value to home-
making, some concerns that most rural women share, such as child care and infant 
nutrition as well as rotating saving schemes (arisan) (Soemardjan and Breazeale, 1993, 
50)
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As part of mono-loyalitas, wives of civil servants are requested to join the 
Dharma Wanita, the association that organizes all the wives of civil servants and single 
women civil servants from all government levels and other formal staff. In their capacity 
as wives, they are encouraged to accompany their husbands to meetings and assist them
in persuading other women to support government programs. The chairwoman of 
Dharma Wanita at each administration level and sector (Department), is the wife of the 
top government official at the parallel level. Since the reforms in 1998/1999, ‘Dharma
Wanita, once compulsory for all wives of civil servants, has been transformed into a 
voluntary organization’ (Marcoes, 2002, 9). 
According to Carol Warren, ‘… the above roles of women and their participation 
in those organizations formalized by the government, have raised problems’ (1993, 246). 
She argues that the interests of village women cannot be accommodated through their 
participation in PKK because their involvement in that organization is not genuine from
them, but from the government. Furthermore she says that although they are involved, 
women are kept firmly at the bottom of bureaucracy hierarchies. Female knowledge and 
female concerns are seldom on the agenda. The single exception is family planning but 
even these programs, do not build on local female experience but on Western models.
The New Order uses ready-made, technocratic categories that do not correspond to those 
of the poor and especially of the uneducated women who are farthest away from the 
corridor of power. In other words, there is little chance for women to have the power of
the village leadership through this domestic organization, PKK. The few women who 
have village authority, as mentioned by Robison, have obtained their position by 
participating in the male sphere: in council, state organizations, and village affairs.
Compared to Warren, Soemardjan and Breaseale provide different analysis and 
perceptions of the existence of the state organization, PKK. From their field research in 
one Sundanese village, in Western Java, these two researchers believe that the PKK
movement has produced unintended but positive results (Soemardjan and Breazeale, 
1993). The PKK has liberated some of the participants from the constrains in local 
custom when they meet people from outside the village, including people from big 
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agenda in their meetings. Through PKK, its members have a chance to work close 
together within their the traditional (adat) sphere. This opens the possibility to achieve 
social change in less developed communities. The process of change takes time. The 
PKK movement is generally successful and proceeds faster in the more advanced 
villages (Soemardjan and Breazeale, 1993). This trend is partly a reflection of the fact 
that the PKK serves only one part of the village population: the women. ‘Compared with 
the other national development programs such as Village Unit Cooperatives (KUD), 
Literacy Campaign, Mass Guidance on Improved Rice Production (Bimas), however, the 
PKK is the most widespread throughout the country’ (Soemardjan and Breazeale, 1993, 
58). According to them, the PKK movement has shown the best spirit for survival. 
Another author, Lies Marcoes, also admits that ‘…PKK was… its most successful 
programs…’ (2002, 187).
3.3. Economic overview of micro-credit in Indonesia 
This section presents an economic overview of Indonesia with an emphasis on 
micro-credit. It starts with an overview during and after colonization, then continues 
with micro-credit in general and the implication of regional autonomy on gender issues. 
This aim and significance of this section is it to position micro-credit within the broader 
national economic overview. Although it also shows that other global factors can affect 
micro-credit, it is beyond the scope of this thesis to go deeper in this analysis. 
3.3.1. Indonesian economy during and after colonization 
The overview of the Indonesian economic development is mostly based on 
Arief’s study on this issue (Arief, 1998). The Indonesian macro-economic policies 
during and after colonization have marginalized micro-credit activities and the poor as 
the participants, particularly women. Although both have differences in terms of actors 
at high stratum, there are also similarities in terms of disadvantages to the poor and 
ordinary people. 
In principle the economic interrelations during and after Dutch colonization has 
not changed much as described in Diagram 3.1. Most of ordinary people (the poor) rely 
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agricultural workers, petty food stalls and so on). They have been positioned at the 
lowest level of the economic stratum. They are exploited all along their life and this is 
represented in many trends, such as more farmers losing their lands, receiving low 
wages, the increase of unemployment as well as the lack of social security for the most
needed essentials (Arief, 1998, 77).
According to Sritua Arief, the actors at the high stratum are different (1998, 77). 
The colonizers and the bureaucrats during colonization have been replaced by few 
Indonesians after colonization who are in control of the country. During colonization, 
most financial resources were controlled mainly by Dutch and some bureaucrats who 
have monopolized the business; while after colonization, the main financial owners are 
Chinese Indonesians, parts of the Indonesian government elite and foreign donors as 
well as foreign business people. 
115Diagram 3.1: Dialect of economic interrelation 
Economic
surplus
Foreign Investor 
Foreign Debt
Government
Business Enterprises and 
Big Investors 
Power Broker 
Labor, Small Businesses 
and Informal Sector 
Import
Financial Institution 
Production, Goods 
and Services 
Export
Debt installments
and interests
Debt installments
and interests
Consumption
Investment
Wages and 
subsistence income
Tax
Economic
Saving
Source: Arief, 1998, 77. 
In the past there was extraction of surplus to Netherlands, after colonization 
economic surplus still mostly goes to overseas as described in Diagram 3.1. For 
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investment was US$5,777 million. At the same time total profit which flew out 
Indonesia was US$58,859 million (IMF, Balance of Payments Yearsbook in Sritua, 
1998, 75). This means that every US$1 foreign investment to Indonesia is fruited in 
US$10.19 financial resources out of the country. In such a situation, it is almost
impossible to have a prosperous distribution among the poor and the ordinary people.
Although the Indonesian government declared that they are successful in the 
development and this is also acknowledged by international institutions (eg UNDP), the 
majority of Indonesians, particularly the poor, are still vulnerable to any changes such as 
economic crises. On 8 September 1997 in Jakarta, President Soeharto received the 
World Award from UNDP (United Nations Development Program) for his effort to 
reduce poverty in Indonesia (Kartini, 1997, 68). Poverty reduced from 60% in 1970 to 
15% in 1990. In 1997 this meant that more than 1.3 billion Indonesians were poor and 
this increased by 25 million every year, which means 47 persons per minute. The UNDP 
stated that Soeharto was the only leader from developing countries to receive the award. 
He received three awards, ie. FAO award for food sustainability, UNPA (UN Population 
Award) for birth control; and UNESCO award for education achievement (nine-year 
compulsory education and program to fight illiteracy).
Only a few months later after those awards were given to the president, a deep 
economic crisis hit Indonesia. All the “development” achieved did not go anywhere and 
pushed the majority of ordinary people and the poor to more economic hardship. The 
exchange value of the rupiah fell by more than 25% and the number of people living 
below the poverty line tripled, reaching 40% in 1999 (Kartini, 1997). Given the degree 
of poverty and limited employment opportunities especially in the villages, many people 
work abroad as survival. Others enter the informal sector such as running petty business. 
Micro-credit has been perceived as a way to encourage the recovery and further 
development of the Indonesian economy.
3.3.2. Micro-credit in Indonesia
A theoretical definition of micro-credit in Indonesia is problematic. The Bank of 
Indonesia (BI) distinguished between three categories of credit, ie: 
1171. kredit kelayakan usaha (credit eligible for business) < Rp. 50 million (US$5,814); 
2. kredit Usaha Kecil (credit for small business): Rp.50-500 million (US$5,814- 
58,140); and 
3. Non KUK (General credit): > Rp. 500 million (>US$58,140) (Bank Indonesia, 
2001).
As most micro-credits are very small including the ones provided by the two 
government schemes, without being represented as a targeted group, women could easily 
be excluded from the activities of the financial institutions. In practice to target the poor, 
micro-credit providers use their own categories such as based on the BKKBN categories 
of prosperous families, BPS (Statistical Research Board) women’s income (measured
with rice) and others. 
Basically micro-credit is a small quantity (micro) of financial support provided 
through the means of a loan. There is a common feature that most micro-credit is tied to 
the informal economy and it can also be used for non-entrepreneurial aims such as 
consumption and education. Most of the loan users belong to the informal sector of the 
economy (Nieto and Escoriaza, 2001,3). According to them, the term informal economy
generalized in seventies to define economic activities that take place outside the 
common perimeters for the public and private companies. Charmes describes the 
characteristics of the informal sector as essential, fair but illegal, not registered by 
censuses or surveys, lacking of registered activities such as in accounting, invoicing, or 
contributions to the tax (in Nieto and Escoriaza, 2001). 
According to the Micro-credit Summit held in Washington in February 1997, 
with governments, multilateral organisms, NGOs and enterprise representatives, the 
definition of micro-credit is program(s) that provide small loans to the very poor people 
for projects generating self-employment and income. This is the understanding of micro-
credit used in this thesis. 
3.3.2.1. History of micro-credit
Indonesia has a long history of micro-credit. It started in 1895 when Raden 
Wiriamaadya founded the Priyayi Bank of Purwokerto district in Central Java (Kuiper, 
1994). He was a Javanese government official from an aristocratic (priyayi) family, who 
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experience then he developed a popular credit system. The system consisted of various 
institutions such as the popular credit banks, the village banks and the village rice banks, 
a popular credit system service and a central fund. In addition there were pawnshops (a 
government monopoly), cooperatives, a credit rehabilitation bank and many anti-usury 
associations. The system of credit has characteristics as follows: 
‘The whole system was based on a welfare policy of the Dutch 
colonial government in Indonesia. The target groups were small
farmers, traders/hawkers or micro-businesmen and women who had 
difficulty in obtaining access to the formal commercial banking 
sector. Millions of very small loans were disbursed annually both for 
production and consumption purposes’ (Fruin in Kuiper, 1994). 
Fruin (1994), however, concludes that ‘…instead of improving public welfare, 
loans were proving to have ever more drawbacks’. Furthermore Fruin describes that 
"(t)he abuses under which the people suffer are largely due to their own limited
development and imperfection; improvement of the social conditions cannot be achieved 
by only fighting existing wrongs but by removing their causes… Cheap money is no 
cure-all, on the contrary, it is a disaster when not accompanied by ensuring that it is used 
sparingly and profitably in the knowledge that it must be repaid from future earnings"
(Fruin, 1999). Schmit (in Kuiper, 1994) argues that those occurred because of the 
colonial Dutch government adopting an ill-considered bank policy in response to food 
shortages and famine, while at the same time the economic policy favoured more the 
Chinese and European enterprises. 
3.3.2.2. Legal structure of micro-credit
The legal environment plays an important role for the operation of micro- credit. 
In Indonesia, there are numbers of legal structures concerning micro-finance, such as 
Act No. 7/1992, Government Regulation 71/1992 and Bank Regulation No. 5/2003. 
They are based on Act of the Republic of Indonesia No. 7 of 1992 concerning banking 
as amended by the Act No. 10 of 1998. According to this Act, banks are categorized as 
commercial banks and rural banks (Bank Perkreditan Rakyat/BPR). Hence the Bank of 
Indonesia (BI) regulates issues and revokes banks’ licenses, supervises both commercial
119banks and rural banks. All commercial banks have access to the payment system and 
offer a full range of banking products. 
Rural banks are extremely small sized banks compared to regular commercial
banks. They can only be owned by Indonesian citizens, corporate or partnership, that is 
100% owned by Indonesian citizen. They could take deposits and distribute loans, but do 
not have access to the payments systems (Ibrahim, Undated). Therefore they are not 
allowed to offer cheque or current accounts to the public. Rural banks also must not deal 
with foreign exchange transactions and must not deal with foreigners either in rupiah or 
in foreign currency. 
According to Indonesian Government Regulation 71/1992, small financial 
institutions that accept deposits must convert to rural banks or cooperatives. Institutions 
created after the 1992 Law was promulgated must meet a minimum capital requirement
of Rp.50 million
5 (US$5,814) to become rural banks. This capital requirement is beyond 
the capacity of virtually all semi-formal financial institutions. Conversion to 
cooperatives may be detrimental of these institutions as it places them under the aegis of 
the government-sponsored system of cooperatives, which has a poor record in 
management of financial institutions (Raviez and Cluster, Undated). In practice, this 
regulation has inhibited the expansion of micro-finance in Indonesia and forced the 
system to develop in sub-optimal ways. Despite the argument to serve the poor, there is 
a skeptical view that the implementation of micro-finance in Indonesia is not controlled 
anymore by Indonesians, but by the donors, therefore the profit flows overseas 
(Soeratno, 2003).
The 71/1992 regulation sets geographical limits on rural bank activities. 
According to this regulation rural banks can only conduct business in sub-districts 
adjacent to the sub-district containing their head office or in other sub-districts within 
their head office’s district. This means that numerous and large rural areas are left 
without access to micro-credit services leaving the poor and marginalized with very little 
means to access financial support. 
5 US$1 is equal to 8,600 rupiahs on 5 June 2004. 
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Being the world’s largest Moslem country, many Indonesian Moslems resent the 
use of the conventional western type banking system which incorporates the culturally 
unacceptable use of interest charged on the borrowed amounts. To accommodate this 
group individually or as business enterprises, in 1992 the government provided the 
possibility for establishing Islamic banks alongside with the existing conventional banks 
(Ibrahim, Undated, 1). This section describes the differences between the conventional 
bank system and the Islamic bank, particularly the use of interest and the development of 
Islamic banks and banking perceptions amongst the Indonesian society.
Conventional bank and sharia bank 
The function of a bank basically is as a financial mediator between the owner of 
the money and the borrower of the money. The conventional bank charges a fixed 
agreed interest to the borrower without considering whether the borrower’s business is 
successful or fails. Banks also have to give a fixed interest to the owner of the money
(saver or another bank) without considering whether bank gets a profit or not from those 
moneys.
The sharia bank on the other hand, does not charge interest to the saver as well as 
to the borrower. The world ‘sharia’ or ‘syariah’ rather than ‘Islamic’ is usually used in 
Indonesia (Timberg, Undated). Although those three terms have the same meaning, the 
remaining term in this thesis uses ‘sharia’ bank to distinguish from conventional bank. 
In Indonesia, sharia bank is stipulated by Indonesian Bank as a central 
government bank with regulation number 5/2003. The term ‘sharia bank’ itself defines 
in Article 1, number 1 of that regulation stated that sharia bank: 
‘as a Commercial Bank as defined in Act Number 7 of 1992 
concerning Banking as amended by Act Number 10 of 1998, 
conducting business operations based on sharia principles and 
including a sharia operations unit and branch office of a foreign bank 
conducting business operations based on sharia principles’ (Online 3, 
Undated).
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Ibrahim (Undated), there are three distinctive features differentiating sharia from
conventional banking, ie: 
1. the prohibition of interest in every economic transaction; 
2. the prohibition of conducting gambling activities, and
3. the prohibition of investing in (morally) non-legitimated investments.
Zamir Iqbal (in Timberg, Undated, 1), on the other hand lists six basic principles of 
Sharia Bank as follows:
1. Avoidance of interest; 
2. Risk  sharing;
3. Treating money as potential capital; 
4. Prohibition of speculation; 
5. Sanctity of contracts; and 
6. Avoidance of prohibited activities such as those connected with alcohol and 
gambling.
Ibrahim and Iqbal describe the principles of operation of sharia banks. Based on their 
analyses, the following six principles characterise sharia banks: 
1. Avoidance of interest;
2. Prohibition of speculation including gambling activities; 
3. Prohibition of investing in (morally) non-legitimate investments such as 
connection with alcohol and prostitution; 
4. Treating money as potential capital; 
5. Risk sharing and
6. Virtue of contracts. 
Considering the differences between conventional and sharia banks, there are 
basic reasons why the sharia bank does not charge interest. Firstly, it is to prevent 
potential exploitation among the different classes, ie by the ‘haves’ of the ‘have-nots’; 
by the provider of the borrower; by the stronger of the weaker (Saadawi, 2004; Shihab, 
2004). Financial providers (banks, individuals, groups or countries) often trap the 
weaker in indebted situation and think more about the profits, instead of helping to 
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areas and the donors from developed countries control third world countries because of 
their massive debt. This exploitation (or ‘dictation’) is getting worse and does not stop at 
financial matters, but penetrates deeper into all areas of life, such as making judgement
on cultural traits, forcing regulations, forcing markets and so on. Secondly, those who 
believe in ‘risk and lost sharing’ argue that this system will stimulate mutual help, is 
more concerned about common interests between those two parties, and enhances 
participation in more democratic conditions.
           One of the important sharia principles described further in Article 1, number 5 is 
that ‘(f)inancing is provision of funds and/or claims on the basis of a Mudharabah
and/or Musyarakah agreement and/or other financing agreement based on the profit
sharing principle’ (Online 3, Undated).
According to Ibrahim, the focus of the Islamic modes of financing is on profit 
and loss sharing (PLS) as an alternative to interest-based financing (Undated). The 
ambiguity of ‘sharing’ appears in the debate whether to share the profit or to share the 
profit as well as the loss  (Republika 1, Undated). If we accept the sharia principles as 
defined by Ibrahim, which contain ‘profit and loss sharing’, this does not compatible
with the definition of sharia by the Indonesian Bank. Sharing in the regulations for the 
Indonesian Bank is only translated into ‘profit sharing’ and does not mention hence 
excludes ‘loss sharing’; therefore it can be called ‘quasi sharia bank’. 
There are five basic models of Islamic finance (Online 3, Undated; Khan in 
Ibrahim, Undated) as follows: 
1. trustee financing (mudharaba);
2. joint financing (musharaka);
3. leasing  (ijara);
4. purchasing with deferred delivery (bai’ al-salam); and 
5. mark up (murabaha).
All of the Islamic models, practically and theoretically are reflected in these five basic 
models. Each basic model has its own financial characteristic that differs from the 
others. Comparisons of those five models are revealed by Khan (in Ibrahim, Undated) as 
summarized in Table 3.8. 
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Mudharaba Musharaka Leasing (ijara)  Mark up  Bai’ al-Salam
Nature of 
financing
Investment
base
Investment
base
Leasing base  Combination
of debt and 
trading
Combination
of debt and 
trading
Role of capital 
provider in 
management
Nil Full control  Full control on 
the use of 
finance
Full control on 
the use of 
finance
Nil
Cost of capital  Uncertain Uncertain Fixed and 
predetermined
Fix and 
predetermined
Relatively
fixed and 
predetermined
Source: Khan in Ibrahim, Undated. 
As there is no single form of micro-credit schemes, all five models above are 
applicable to micro-finance depending on its management. Nevertheless, the mudharaba
model (trustee financing) is probably best suited for micro-credit because of its 
characteristics, namely: investment base (lending the money) and less control by 
providers of the usage of the loans. The cost of capital also varies between the schemes.
One of the best practice examples in Indonesia, ie. Sharia People’s Credit Bank (see 
more details in Chapter 7.7) also applies the sharia system in its operation.
Interest
What is happening if a bank is charging interest? If there is interest, this will be 
against the teaching of the Qur’an and therefore the interest will be regarded as 
prohibited money (or also known as ‘haram’). As many Moslems devout their life 
accordingly to the Qur’an, they would not want to go against its readings, especially as 
syurah Al-Baqoroh 275 stated that ’(t)hose who devour usury will not stand except as 
stands one whom the evil one by his touch Hath driven to madness. That is because they 
say: Trade is like usury, But God hath permitted trade and forbidden usury’ (Ali, 
1934,111-12). Moslems believe that when they consume a ‘haram’, therefore this will 
result in bad impacts directly or indirectly. Every Muslim has a different degree of 
believing this, however, when there is a chance to have a sharia bank as an alternative, 
there is the possibility that the people will prefer to deal with the sharia bank instead of a 
conventional bank (Republika, 2003-a).
124Among religious leaders there are two different perceptions on interest. Many 
Indonesian Moslem leaders do not believe that commercial interest in its modern form is 
prohibited, while others do. Islamic financial institutions are developing rapidly and 
have the enthusiastic support of many young people and intellectuals (Timberg,
Undated, 2). A 2000/2001 survey in Indonesia in regard to the status of interest, 
emphasized the need of Islamic banking. It was conducted by the Bank of Indonesia in 
conjunction with several universities and covered 6 provinces in Java and Sumatra and 
around 5500 respondents. The survey showed that on average 40% of respondents 
believe that interest is contradictory to the Islamic principles and prefer to use an Islamic
bank if available and located close to their areas. In West Java the percentage of 
respondents who prefer and feel comfortable to use Islamic banking which complies
with Islamic law was even higher at 42% in 2000 (Ibrahim, Undated, 14). A large 68% 
of the respondents agreed with the profit sharing system and perceive that this system
posses benefits. Hence the opportunity to grow Islamic banks is large. 
Moreover, according to Ibrahim (Undated) the many people who espoused the 
paradigm regarding Islamic banking in every day practices as being more appropriate 
than conventional financing, not only had a better understanding about this subject but 
also because focused more on moral obligations as well as understood Islamic
Economics and Islamic Banking as a science. Another development which has 
accelerated Islamic banking in Indonesia since 2004 is the Indonesian Bank becoming
chair of the Islamic Financial Service Board (IFSB
6) (Republika, 2003-c). Therefore 
people believe that Islamic banking or sharia banks in the near future will appeal not 
only to Moslem but also to other people because such kind of banking adopts healthier 
practices and does not foster speculation and exploitation of the weaker and the poor 
(Ibrahim, Undated). The potential for these banks to provide micro-credit will also 
expand significantly and will be seen in competition or as a substitute to the other ways 
of credit provision, including government schemes.
6 IFSB is a financial institution where all the members comes from international central bank applying
  Islamic principles. 
125The proximity of the banking outlets to the actual users of the finances will also 
play a significant role in shaping the provision and usage of micro-credit. A potential 
drawback of Islamic banking however is that it traditionally favours offering finances to 
men rather than women as women’s role is mainly confined to the realm of the home
and women are not encouraged to develop business practices. Nevertheless, gender 
issues will remain an issue to be dealt with according to the predominant tradition of the 
region where the activities are conducted. The section to follow examines the impact of 
regional autonomy on gender issues. 
3.3.3.  Impact of regional autonomy on gender issues
There are several points that are worth considering to show how regional 
autonomy affects women’s lives. Consideration b of Law 32/2004 on regional autonomy
states that the regional autonomy is based on principles, such as democracy, people 
participation, equal distribution, justice and local diversity. According to Article 200 
Law 32/2004, administration (pemerintahan) at village level consists of head of the 
village and Village Consultative Board (BPD/Badan Permusyawaratan Desa). This 
administration decides the regulation at village level and has several roles such as 
protecting local customs or traditions, creating village regulations, and monitoring their 
implementation.
Based on this regional autonomy, people rely on their local custom as according 
to these regulations local custom and traditions are given more space if the 
administration (pemerintahan) agrees. Two problems arise in regards to women’s issues. 
Firstly, a problem arises when local customs reinforce neo-feudalism, anti-human rights 
or degradation of women. In this case women are likely to struggle more. Example of 
this is a case in Yogyakarta (Central Java) where some groups did sweeping to the 
sexual workers as well as to women in general who go out at night (Kompas, 2001-a). 
Another restrictive local regulation is in Western Sumatra where women are not allowed 
outside the home from 10 p.m. to 4 a.m. (Kompas 2001-a). It is possible that some
people will try to challenge the concept of equal rights between women and men on the 
basis of such traditions or local customs. Regional autonomy in Indonesia, which gives 
126greater role to the local traditional and religious figures, should not be used to make
women targets and objects of such restrictive practices (Umar, 2001). 
The second problem is on how the administration can have gender consciousness 
in order to respect women rights. Although women were the majority (57%) of voters in 
the 1999 general elections, they hold only 8.8% of seats in the Legislative Assembly. At 
the local government level, women hold only 2.3% of leadership positions. 
Consequently, the voices and interests of women are not adequately represented in 
decision-making processes, partially due to the lack of qualified women (Zulminarni,
2000). Rasyid, minister of regional autonomy and former vice-chancellor of the Institute 
for Government Science (Institute Ilmu Pemerintahan) says that the first and second 
rank of his institute are always women (Kompas, 2000-a). His statement argues against 
claims that women have lower capabilities compared to men.
Another opinion questions the representation of women in formal decision-
making processes. It argues that to represent women is not necessarily a matter of
different sex, but it should be based on gender sensitivity. It implies that women’s
interests can be voiced by women and also by men. This argument, however, is rejected 
by Laksono (Kompas, 2000-a) stressing that women have their own unique life 
experiences – such as period, pregnancy or giving birth – that cannot be expressed and 
felt by men. All those women’s experiences in some degree have consequences which 
are especially more risky for women who are the ones taking more consequences in a 
certain situation compared to men. With more women in decision-making boards, it is 
hoped that there will be more answers to the issues of welfare, gender equality, justice, 
domestic violence, sexual harassment and others.
Java is an interesting case of gender roles and status. The Javanese traditions 
give women more economic responsibility, although this is in asymmetry with the 
prevailing Islamic religion. In regards to micro-credit in the Javanese context, the 
regional autonomy seems to be more tolerant to women. Many Javanese women have 
already used micro-credit to overcome economic difficulties. Women who participate in 
micro-credit programs also do not have to travel far from their home or leave their home
for a long period of time. Later in this thesis it is demonstrated that the Javanese women
involved in the two government schemes have their business mainly at home, which 
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night).
The two government schemes need to be operated well as they do not only 
provide an alternative solution to poverty, but based on research findings in chapter 
6.1.1, are highly desired and expected by poor women in rural areas who depend on the 
having more access to micro-credit.
3.4. Gender policy in Indonesia
One aim of income generating schemes is empowering women by achieving 
gender equality and equity. Therefore, it is important to understand the policies in 
relation to the position of women in a certain society especially where the schemes are 
being applied. This section attempts to describe the policy on women in Indonesia by 
examining the history, mandate, rationale, and types of policies. 
3.4.1. History of gender policy in Indonesia 
The greater part of policy related research and the shifts in policy and planning in 
gender during the 1980s can be subsumed under the heading ‘Women and Development’
(Dennis, 1994, 277). This tendency derived from the invisibility of women’s work and 
the potential benefits to be gained from making their contribution visible and of using 
policy initiatives to support and improve women’s work. The lesson was drawn from
these research results that ‘gender neutral’ policy and planning could not be trusted to 
take women’s interest into account. Since then, special women’s units at international, 
national, sector and project level were set up which were established to include women’s
interests (Dennis, 1994). 
By the second half of the 1980s, many countries had set up Women’s Units or 
Women and Development Units in presidents’ offices, appropriate ministries and at 
project level. As a result of these innovations, planning guidelines for project planners 
were established and there was a significant increase in the number of initiatives focused
on women and development issues (Dennis, 1994). 
The effort to improve women’s role and status in Indonesia had begun long ago, 
but the shift to gender policy since 1980s has also strongly influenced any policies in 
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involvement in the public and private spheres, which influenced their status within the 
society. This section describes briefly the experiences during colonial time (1569-1945), 
after independence from colonization (1945-1965), New Order (1966-1998) and during 
and after the reformation era (1998-now).
Women’s position during colonization 
Indonesia’s history has had women leaders either as queens or as independence 
strugglers against colonization and feudalism. A famous queen was Tri Buana Tungga 
Dewi who ruled over the Java kingdom in the 14
th century (Parawansa, 2002 and 
Kompas, 2001). In the early until mids 19
th century a few well-known women
participated actively in the fight against colonialism, among them Cut Nyak Dien, Cut 
Mutiah, Marta Christina Tiyahahu and Nyi Ageng Serang. Another example is the fight 
by the early feminist – Kartini – against feudalism and colonialism, the source of much
suffering for Indonesian women (Parawansa, 2002, 68). The involvement of those 
women in the public sphere could be as a role model and also depicts that women’s
participation in the public arena is not a new movement, despite other social boundaries 
surrounding them.
Before the independence the ideal of the ‘good wife and mother’ was firmly
entrenched in Indonesia, a good woman should be able to manage her family and home
well (Parawansa, 2002, 69). Thus any effort to improve the conditions of women
necessarily involved improving their capacity to manage their responsibilities in the 
domestic domain. Being a woman was synonymous with being a wife, as implicitly
understood in the name change of the principal women’s federation in 1929 from
Perikatan Perempuan Indonesia (Indonesian Women’s Association) to Persatuan 
Perkumpulan Istri Indonesia, or PPII (Union of Indonesian Wives’ Associations). 
Women’s position after independence
After 1945, the overwhelming national interest to defend Indonesia’s newly 
proclaimed independence diverted attention from women’s issues. Women’s position 
became marginalized. In 1952 for example, the government promulgated Regulation No. 
12919 permitting polygamy, despite the vigorous campaign women had conducted against 
this practice for so many years (Parawansa, 2002). Since 1974, this regulation has 
become stricter, and if a husband wants to practice polygamy, he needs such a 
permission from his wife. If the wife doesn’t give permission, usually there numbers
actions token by the husbands, such as keep the married (wife) and mistress at the same
time, continue re-married and have to pay the fine, keep the married (wife) only but live 
in a tension. However, in any husbands’ action, at the end generally women are in 
positioned of humiliation because of their dependence on the husbands. Therefore, 
economic independence is one of the reasons to prevent from the dry season before there 
is heavy raining. The purpose for such kind independence is not to against their 
husbands, but to contribute to stand for just humanity even for women themselves.
Nonetheless the acceptance in 1957 of ILO Equal Remuneration Convention No. 
100 (195) under Law No.80/1957, to adopt the principle of ‘equal wages for women and 
men for equal work’ could be interpreted as government concern for women’s work 
conditions (Parawansa, 2002, 69-70). Furthermore, the government allowed the 
development of women’s organizations as part of political parties. One example was 
Gerwani, a communist-led mass organization whose goals of countering colonialism,
feudalism, imperialism and capitalism were supported by a membership of educated 
women. In 1996 this organization was abolished not because of the gender issue, but 
because of political conflict, which abolished communist ideology and its affiliation. 
Women’s position within New Order Government 
Following the fall of the first President Sukarno in 1966, a new period began, 
called the New Order era. The central government was so powerful that it was able to 
intervene in the activities of all other political agents. Under the New Order when there 
was a public promotion of women's domestic roles and some hostility against the 
concept of gender. Therefore, there was much government’s commitment towards 
women's roles in public life. The largest and most powerful women’s organizations were 
those established and supported by the central government, for example the Family
Welfare Movement (PKK), Dharma Wanita and Dharma Pertiwi (Oey-Gardiner, 2002; 
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*. These organizations were designed to allow wives to further their 
husbands’ careers, and were an important vehicle for government propaganda on 
development. It is implicit that the government vision was similar to that of the colonial 
regime: women’s issues predominantly concerned their position as ‘wives and mothers’
(Parawansa, 2002, 71). 
Women’s position during and after reformation era 
A monetary crisis and the lost of presidency by former President Soeharto 
resulted in more freedom for women, although women have already made use of PKK, 
which was embedded in the society. Most women took advantage for economic and 
social purposes to be involved in PKK at all levels, especially women from low and 
middle class families. Under the New Order, Dharma Wanita organizations, however, 
became more of a voluntary organization, rather than a compulsory one. With
Abdulrahman Wahid becoming a president in 1998 and establishing a cabinet with 
members such as minister for women’s empowerment (Kofifah Indar Parawangsa) and 
minister for transmigration affairs (Erna Witoelar), the government approach changed 
toward gender mainstreaming (Robinson, 2001-a). In this mainstreaming, the 
government’s policies facilitated more a dialog on gender equity and were more
sensitive to the effects on women as distinct from men. Women activists also had more
freedom to express their concerns about real problems faced by women, such as looking 
after children and family, and the negative impacts from government policies on women.
For example, activists of Suara Ibu Peduli (Voice of Concern Mothers) demonstrated
peacefully on the street screaming on women’s inability to buy milk to feed their babies 
on a daily basis because of the monetary crises (Robinson, 2001). Another example is 
the grassroots Islamic organizations Aisyah and Paramadina Foundation which 
performed as an agent of social change to improve women’s life (Robinson, 2001-b). 
* This organization is described in greater in detail in chapter 5. 
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The Government of Indonesia established the Ministry for the Role of Women in 
1978, in response to the United Nations’ declaration of the Decade for Women (1975-
1985). Its mission was to increase women’s capacity to manage their dual role (peran
ganda) in the domestic/private and public spheres. The term ‘women’ is first used 
formally in the 1978 Board Guidance on State Policy (GBHN), while the term ‘gender’ 
(as explained earlier) was not introduced until 1999 (Parawansa, 2002, 71).
The New Order government’s support for women was reflected in its ratification 
of several international conventions and agreements on women, including the UN 
Convention on Political Rights of Women (under Law No. 68/1968) and the Convention 
on the Elimination of All Forms of Discrimination against Women (Law No.7/1984) 
(Online, 2001). The government also endorsed the resolutions of the International 
Conference on Social Development in Copenhagen in 1994 and Fourth World
Conference on Women in Beijing in 1995. 
3.4.3. Rationale of gender policy in Indonesia 
Gender-aware policy provides Ministers with the tools to fulfil the Government
of Indonesia’s commitments to advancing gender equality, and thus to meet public 
expectations on social justice and equality. This started in 1999, when the era of 
transition to democracy began and the policy changed to empowering women to achieve 
gender equity and equality. In 1999, the new motivation can be seen in the change of the 
name from ‘State Ministry for the Role of Women’ to ‘State Ministry for Women’s
Empowerment’ (Parawansa, 2002, 73). With this new name and focus on 
‘empowerment’, there was an expectation or a reflection of determination to achieve 
more equitable treatment for women in the family, society and nation. This goal reflects 
the emphasis in today’s Indonesia on strengthening civil society by enabling people to 
manage their own affairs (Parawansa, 2002, 68).
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The role and status of women within the state has changed throughout the time
and can be found in several Indonesian policies. These policies since the New Order 
include:
Board Guidelines on State Policy (GBHN / Garis-Garis Besar Haluan Negara)
The GBHN is a state guideline produced by the General Assembly (MPR) every 
5 years. Since 1973, there are series of GBHN, i.e. GBHN year 1973, 1978, 1983, 1989, 
1993 and 1999. These guidelines reflect the policy of the state towards women.
GBHN 1973 
The 1973 GBHN emphasized women’s contribution to the nation within the 
family context of guiding the younger generation. Within this state ideology, there was 
no room for women as individuals, instead they were continually reminded of their 
kodrat (inherent nature). According to Wageman (2000), kodrat is particularly 
manifested in their household and reproductive responsibilities to clean, cook and bear 
children. During this period of time women were expected to be happy in the role of 
pendamping suami (standing at the side of their husbands) (Wageman, 2000). 
GBHN 1978
The 1978 GBHN took a broader view of women’s responsibilities, recognizing 
the need for them to participate in all fields while still emphasizing their paramount role 
within the family.
GBHN 1983 and 1988 
As economic and social development progressed, the GBHN of 1983 and 1988 
incorporated an expanded view of women’s rights, obligations and opportunities, 
acknowledging that women had a peran ganda (dual-roles or dual-functions) to fulfil. 
One role was within the family environment, while the other was acknowledged and 
built based on women’s potential in the economic and socio political arenas. Their latter 
role was still respected when it benefited the family (Wageman, 2000). According to 
Wageman (2000), the negative consequences for women from this ‘dual role’ occurred 
133when they became increasingly burdened with implementing government programs,
usually within no or limited financial resources to support them.
GBHN 1993 
The overwhelming burdens resulting from the implementation of GBHN 1983 
and 1988, required further accommodation which was made in the GBHN 1993. Women
in GBHN 1993 were declared mitra sejajar (equal partners) in development, but 
remained constrained by male-imposed concepts of women’s kodrat (nature), hakekat
(dignity) and martabat (status) (Oey-Gardiner, 2002, 103).
GBHN 1999 
The 1999 GBHN directs women empowerment ‘to be conducted by firstly the 
development of women’s role and position in the livelihood of nation and the state 
through the national policy, which will be managed by the capable institution that can 
realize gender equality and gender equity. Secondly, to raise the role quality and 
independence of women organizations by keeping and maintaining the unity value and 
historic values of women’s struggle in continuing the efforts of women empowerment
and the welfare of family and society’ (GBHN, 2001, 76). These guidelines represent a 
qualitative step in the perception of women’s role where they are not necessarily seen as 
belonging and constrained within the boundaries of the family.
2. Minister of Manpower Circular No.04 of 1988 (04/MAN/88) on the Implementation
of  the Conventional on the Elimination of Discrimination Against Women Workers
This circular was addressed to Heads of Provincial Offices of Department of 
Manpower and Heads of Department of Manpower Offices throughout Indonesia in 
1988. It requires company regulations and collective agreements to include equal 
pension age limits and equal medical benefit costs for male and female workers. This 
was an important document and stage for the Indonesian society, which put women in 
equal position to men as far as the labor market is concerned. 
3. In the 1995, the effort to improve women’s capacity was strengthened further through
134    Decree No. 17/1995 issued by the Minister of Home Affairs.
This instructed district (kabupaten) and provincial governments to establish the 
Women in Development Management Teams (Tim P2W). These teams have an 
important role because they were set up to coordinate the women’s programs of the 
various government departments, and act as an extension of the Ministry for the Role of 
Women in the regions because the state ministry had no formal representation in the 
regions (RIPNAS, Undated). Still these teams were not functioning well because of ‘the 
limited quality of human resources of its structure and infrastructure, as well as weak 
coordination and cooperation between government institution, community organization, 
NGOs and the private party’ (RIPNAS, Undated, 5-6). This was followed in 1996 by the 
Presidential Instruction No. 5/1996, which appointed the vice-governor of each province 
and the secretary of each district to chair the Tim P2W.
4. Instruction of the President of the Republic of Indonesia No. 9/2000 Concerning 
    Gender Mainstreaming in the National Development (Inpres, 2000) 
The instruction addresses the promotion of the position, role and qualities of 
women to achieve gender equality in the family, society, and the nation. It instructs all 
governmental bodies to implement gender mainstreaming for the application of gender 
perspective to the planning, formulation, implementation, monitoring, and evaluation of 
national development policies and programs in accordance with their responsibilities, 
functions and authorities. In addition, these bodies are to earnestly stick to the Gender 
Mainstreaming Guideline in the National Development. The State Minister for the 
Empowerment of Women is to provide technical assistance to government agencies in 
the implementation of gender mainstreaming, and report the result to the President. This 
is a major step towards bringing gender issues at the forefront of national development.
5. Manual of Implementation Guidelines on Gender Mainstreaming in National 
    Development 2002 
This manual defines gender mainstreaming ‘as a strategy to achieve gender 
equality through the integration of male and female experiences, aspirations, needs and 
issues in planning, implementation, monitoring and evaluation of policies, programs,
135projects, and activities in various life and development fields’ (National Guidelines in 
Gender Mainstreaming, Undated). The manual has a role to give directions for 
governmental bodies in implementing the Presidential Instruction concerning Gender 
Mainstreaming in National Development (National Guidelines in Gender 
Mainstreaming, Undated). The manual discusses gender mainstreaming in development
planning, development implementation, monitoring and evaluation.
It requires that a gender analysis be conducted, which includes: 
efforts to identify the gap between men and women concerning benefits from
development policies and programs;
efforts to identify and understand why gender inequality and injustice exist;
efforts to formulate measures that are needed to realize gender equality; and 
efforts to determine gender indicators to measure the effectiveness of efforts to create 
gender equality (President Instruction Number 9, 2000).
6. National Development Masterplan for Women’s Empowerment (RIPNAS) 2000-2004. 
The State Minister of the Empowerment of Women also created the 2000-2004 
National Development Masterplan for Women’s Empowerment. In order to make
concrete the gender equality and gender equity in the livelihood of the family, society, 
nation and state, the mission of women empowerment covers: 
‘Improving the life quality of women in any strategic sectors, rising 
the socialization of gender equality and gender equity, eliminating
any form of violence against women, enforcement of human rights 
for women, and empowering and increasing the independence of 
women institutions and organizations’ (National Development
Masterplan for Women’s Empowerment/RIPNAS, Undated, 2). 
The Minister’s policies to achieve these objectives are as follows: 
a. ‘One Door Policy’ is a temporary policy to perform gender mainstreaming in 
every sector of development;
b. Raising the quality of women improving women’s quality of life;
c. Law reform and legal development;
d. Eliminating violence against women;
e. Protecting the human rights of women and 
f. Strengthening women’s institutions (Parawansa, 2002; RIPNAS, Undated). 
136With international involvement especially in terms of funding and technical 
assistance, the Indonesian government made numerous efforts to implement gender 
policy. Those efforts include initiatives such as advocacy, training and research for 
Islamic women’s leaders (Marcoes, 2002), training for executives (judges, government
officials, NGOs, academics), conducting research, setting up a new task force for the 
victims of domestic violence, establishing of women studies, net-working and so on. 
        The description above explained that there is a strong gender policies in all 
levels and various sectors in Indonesia, therefore there is a significant potential for 
success in achieving gender equality. One of the sectors to do so is in the income
generating schemes, particularly the government schemes of Takesra and Kukesra. This 
is a compatible objective between micro-credit and gender policies, i.e. achieving gender 
equality. Chapter 8 explains whether this compatibility enhanced women empowerment
and poverty reduction. However before exploring this compatibility, it is imperative to 
understand the content of the schemes. The following chapter four of this thesis gives a 
brief description of the two Indonesian government schemes (Takesra and Kukesra).
137138CHAPTER 4 
INDONESIAN GOVERNMENT SCHEMES: 
TAKESRA AND KUKESRA 
4.1. Background of the schemes 
Since 1995, the objections of family planning programs in Indonesia have 
expanded to cover family development in order to improve the quality of human
resources. According to the terminology used by the Indonesian Government, the goal is 
to achieve prosperous families. The development effort to build a small, happy and 
prosperous family begun in the 1970s. 
From economic point of view, the Indonesian Government has developed the 
family movement for raising awareness and offering micro-credit in rural areas. To do 
so, the government has provided poor families – namely pre-prosperous
1 families and 
1 The word ‘prosperous’ is direct translation from Indonesian. The use of the word “prosperous” in
English
   is somehow misleading as its common meaning refers to families, which are well above the average 
 139prosperous 1 families
2 – with a basic saving. This saving is known as Takesra 
(Tabungan Kesejahteraan Rakyat or Prosperous Family Saving). After being registered 
at the bank as a Takesra’s member, and also becoming a member of an UPPKS (group 
for family income generating project), the family is entitled to joint the micro-credit
scheme which provides loans ten times the amount of saving for every family, namely
Kukesra. According to Mubyarto (2003), Takesra and Kukesra are two serious 
Government’s programs to alleviate poverty. They are based on Presidential Instruction 
Program Number 3/1996. Before 1996, the operation of these schemes was based on a 
‘joined consensus between BKKBN
3, BNI (Indonesian National Bank)
 4 and Indonesian 
Post’ No. 340/HK.104/E6/95, No.DIR/0011 and No.20107/DIRUT/1995 about 
increasing the stage of family’s welfare through the implementation of Takesra 
(Takesra’s Guidelines, 1995, 11). 
The focus of this chapter is to look at the content of the Takesra and Kukesra 
schemes and it covers several matters as follows. In relation to the Takesra scheme, the 
issues consist of definition, objectives, group formation, targeted categories, size and 
stages of saving, mechanism, and indicators of success. For Kukesra, the issues covered 
are definition, objectives, interest rate, mechanism of loans, repayment, and defaulted 
loans. Understanding the design of the schemes is an important part in the analysis of 
their implementation which is discussed later on in Chapter 8, particularly from a gender 
perspective. Several categories of poverty in Indonesia have already been described in 
chapter two and these categories are important to determine the target population of 
these two schemes. The background of the schemes will also be described briefly in the 
section to follow.
   income level. The way it is used in Indonesia is to encourage families to get out of poverty and achieve 
   economic stability. 
2 For more detail about these categories of poverty see Chapter 2.1.1 on definition of poverty. 
3 BKKBN (Badan Koordinasi keluarga Berencana Nasional/ National Family Planning Coordinating
  Board. 
4 BNI (Indonesian National Bank) a semi-autonomous state bank. Previously it was a state bank. 
 1404.1.1 Political reason 
Despite the genuine intention to alleviate poverty, the creation and the 
implementation of Takesra and Kukesra is full of political nuance (Bali Post, 2003). As 
Indonesia was approaching General Elections in 1997, the 1995 offering of credit was 
one way for the Government to attract voters. According to the interview with a bank 
officer (Phone Conversation in June 2004), the political background surrounding the 
establishments of the schemes lead to lack of planning for their management and later on 
their  implementation resulted in many defaulted loans. 
Although former president Soeharto was elected again, he was forced by the 
people’s movement to step down in 1998 which started the reformation era. The 
schemes were operated across all of Indonesia until 2002. Since 2002 their operation has 
stopped in certain districts without any clear justification. There have been various 
speculations as to why this may have happened. Some government servants are of the 
opinion that the reason lies in the high number of defaulted loans. For example, the share 
of defaulted loans in Central Java until 2000 was 15.62% (BNI, 2000) while in Western
Nusa Tenggara it reached up to 33% (Republika, 2003). The schemes are still running in 
Gunung Kidul district of Central Java, for example, and they have been progressing 
well. According to Sri Herawati, the head of BKKBN in Gunung Kidul district of 
Central Java, Kukesra has reached from an initial loan of 3 billion rupiah in 1997 
(US$348,837 or A$468,750) the amount of 12.5 billion rupiah (US$1,453,488,300 or 
A$1,953,125) at the end of 2000. She, however, admits that another 472 million rupiah 
was used by the organizers to run the scheme in Gunung Kidul dictrict (Bernas, 2001).
4.1.2. Financial resources 
The funding of these two schemes comes from government and private business 
enterprises and is delivered for basic savings and revolving micro-credit (Mubyarto, 
2003). Private business enterprises and individuals with incomes Rp.100 million
5 (equal 
to US$11,628 or A$15,625) and above per year are required to give 2% of their profits 
5 Rp. = rupiah; 1 US dollar equals approximately 8,600 rupiahs and 1 Australia dollar equals 
   approximately 6,400 rupiahs as at June 8, 2004.
 141for poor families through the Takesra and Kukesra schemes (Online 2, Undated; Raviez 
and Cluster, Undated). The collection of this profit contribution was coordinated by 
Yayasan Dana Sejahtera Mandiri (Independent Welfare Funding Association) headed at 
the time by the former President Suharto. As a number one person in Indonesia who held 
the power, it was not difficult to persuade business people to hand over a small
percentage of their profits. The program raised Rp.500 billion (US$58.15 million) in its 
first year of operation (Raviez and Cluster, Undated). The direct association with the 
government stopped in mid 1998 after Suharto lost his presidency and the channeling of 
funding resources was replaced by BUMN (Semi Autonomous State Board) (Kompas,
2000). However, the current Indonesian President – Megawati – has stated that she 
expects Yayasan Dana Sejahtera Mandiri to continue their service to sponsor the 
schemes. This conflicting information depicts how unclear the status of Yayasan Dana 
Sejahtera Mandiri is. Other schemes have merged and are believed as substitutes or 
advancement of Takesra/Kukesra, such as KPKU
6 (from 1998 to 1999), 
PUNDI/Independent Initiative Building (from 1998 to 1999), Kredit Mikro 
Banking/Banking of Micro-credit (from 2002 to 2003) (Online 2, Undated). 
Irrespectively of the future of Takaesra and Kukesra, the study of these two 
schemes is very important as this is the first time when the Indonesian government has 
specifically targeted women as beneficiaries or clients of government support. The 
opportunity they offer for gender analysis is also reinforced by the fact that they have 
run across around the entire country. Conceptually, they could have had the potential to 
become an entry point towards women’s empowerment and make a real contribution 
towards changing women’s lives. Understanding whether this has been the case and 
what has been achieved is a major aim of this research.
6 KPKU (Kredit Pengembangan Kemitra Usahaan) or Implementation Guide for Advanced Loans
 1424.2. Scheme I: Takesra (Saving scheme) 
4.2.1. Definition 
The “Prosperous Family Saving”
7 (Takesra or ‘Tabungan Kesejahteraan 
Rakyat’) scheme is an Indonesian government scheme aiming at promoting better 
economic status for families and at alleviating poverty. This scheme gives priority to and 
targets poor women in rural areas especially the very poor (namely Pre-KS and KS-I as 
explained in Chapter 2.1) and was started by the Indonesian government in 1995. The 
mechanism of operation of Takesra is described later in this chapter (see Chapter 4.2.6). 
4.2.2. Objectives 
The Takesra scheme has two objectives – general and specific. According to the 
Takesra’s Guidelines, the specific objective is to initiate saving awareness among the 
targeted population group through providing basic saving incentives amongst poor 
families (Takesra’s Guidelines, 1997, 2). The general objective could be divided into 
four aims, i.e.:
x to increase economically the quality of life of poor families;
x to initiate saving awareness among poor families;
x to introduce and encourage the use of banking and Indonesian Post services 
in rural and poor areas of the country, and 
x to collect funding from the community in order to support families in need 
and achieve better economic conditions for the last two family categories 
(Takesra’s Guidelines, 1997, 1-2). 
Although the objectives of the scheme are formulated mainly in economic or money
terms, they have much broader social implications for families living in poverty. If such 
families can be assisted into getting out of the poverty trap through development of 
  Throughout Initiative Relationship. 
7 The title is direct translation from Indonesia. The use of the word “Prosperous” in English is somehow
misleading as its common meaning refers to families, which are well above the average income level. 
The
   way it’s used in Indonesia is to encourage families to get out of poverty and achieve economic stability 
 143business awareness and skills, the benefits will flow towards all other social areas, such 
as better education and employment opportunities. 
4.2.3. Group formation
A ‘group’ in these two schemes is formed for the specific purpose to deliver the 
schemes. The groups are formed with the active help of field supervisors who are 
government officials from BKKBN usually working in the areas where they originally 
come from. Such an arrangement makes it for them to understand and act in a way 
which is acceptable in the local situation, including women’s social, cultural and 
economic conditions. To form the groups, the field supervisors utilize the existing 
structure of social organizations, already embedded in the community, such as PKK
9
(see more detailed explanation in Chapter 3.2.5). During PKK meetings, the field 
supervisors inform the participants about the available possibilities and offer savings and 
loans to the targeted group. Women who agree to join the schemes have to organize 
themselves in a group from around 7 to 20 members with an appointed leader. The 
appointment procedure for the group leader as explained in the application form to joint 
the saving scheme (see Appendix 4.1) is performed by the field supervisor from
BKKBN. However, a different procedure is stated in the Kukesra’s guidelines. They 
state: ‘… the group leader is elected by the other members in the group’ (Kukesra’s 
Guidelines, 1997, 3). In both cases the field supervisors have the responsibilities to 
deliver most government schemes including Takesra and Kukesra. The different 
procedures for leader appointment impact on the degree of women participation and this 
is discussed in Chapter 8.3.1.
The intention of the schemes is to encourage predominantly women as family
representatives to take loans and this has been the largest majority of cases so far. 
Consequently, the group leaders are also women.
After a group is established, its group leader can be changed under very specific 
circumstances, such as the leader passes away, is herself willing to resign and on the 
9 PKK (Pemberdayaan Kesejahteraan Keluarga/Family Welfare Empowerment Movement) is a social 
  organization introduced by government since 1970s initially for rural areas and now embedded in all
sections of society (see more detail in Chapter 3.2.5). 
 144local supervisor’s advice (Takesra’s Guidelines, 1997, 20). The new leader could be 
from the existing group or a new member of the schemes. For the change to happen, the 
local supervisor and the new leader need to go to the Indonesian Post office to register 
the amendment. As a consequence, the previous bank account established under the old 
leader’s name is shifted to a new account under the new leader’s name (Takesra’s
Guidelines, 1997, 20).
Obligations of group leader: 
The main obligations of group leaders include (Kukesra’s Guidelines, 1999): 
1. selection and coordination of people who are eligible to obtain a loan; 
2. together with the field supervisor (petugas lapangan) to fill in the application form
to borrow the loan; 
3. to sign credit contracts on behalf of the other members;
4. to manage internal responsibilities. This means that group leaders do all the 
administration for transactions between the group leader and group members. They 
include disbursements, installment payments, collecting payments from members
and recording them. The internal transactions are recorded in the so-called ‘yellow 
book’ which is the main operational document recording the internal finances of the 
group.
5. to manage external responsibilities. This means that the group leader has to deal with 
outside institutions such as BKKBN, the bank or the Indonesian Post. These 
responsibilities include requesting the savings and loans, depositing the money to the 
Indonesian Post, signing of contracts, distributing the savings and loans, organising 
the installments of repayment, and others. All these transactions are recorded in a 
‘blue book’, which documents external transactions (Takesra’s Guidelines, 1997, 3). 
Qualification of group leader 
As the group leaders have a range of responsibilities as described above, it is 
appropriate that they have better qualifications compared to other members of the group. 
The Takesra’s guidelines do not specify a particular level of qualification for a group 
leader, while the Kukesra’s guidelines only state that she has to be an active leader as 
 145well as responsible for managing the group (1997, 3). The people in charge to judge 
whether a woman qualifies and is eligible to become a group leader, are the field 
supervisors. Generally supervisors have a very good knowledge of women’s capabilities 
because not only they are responsible for delivering most government schemes, but they 
usually also come from the regions where they work.
4.2.4. Targeted categories 
The Takesra scheme is targeted at all Indonesian women from Pre-KS and KS-I 
as believed by Government that they are economically most in need for assistance 
(Takesra’s Guidelines, 1997, 2). The three other categories (KS-II, KS-III, and KS-III 
plus) are not eligible as target groups because these families are better off compared to 
the first two categories. A distribution of welfare families in Central Java in 2001 can be 
seen in Appendix 4.2. The number of families in the first two categories of poor families
increased from 1998 to 2001, while the better off families (the remaining three 
categories) decreased. For example, Pre-KS families increased from 33.95% in 1998 to 
39.28% in 2001, while KS-I also increased from 16.15% in 1998 to 19.72% in 2001. On 
the other hand, KS-II, KS-III and KS-III plus decreased from 1998 to 2001, from
24.92% to 20.38%; 20.02% to 17.06%; and 4.95% to 3.56% respectively. These figures 
reveal that overall economic conditions in Central Java especially among the poor (Pre-
KS and KS-I) were deteriorating between 1998 and 2001.
The BKKBN is the government institution responsible for assessing these 
families’ welfare. The assessment based on the level of satisfaction of basic needs, ie. 
food, cloth, shelter, and health (Takesra, 1997, 2). A procedure to determine the 
transition from one category to another has also been set by BKKBN by considering the 
changing conditions of the families, however the procedure has not been updated 
regularly.
Gerke and Evers (Undated, 17) argue that the categories and criteria used by 
BKKBN do not cover the poorest families in the Indonesian society. The Indonesian 
government and donor organizations, however, use them for targeting welfare programs
and providing economic help (Terence Hull, June 2001, 16). To minimize the bias on 
targeted group, government, non-government, and donor organisations are comparing
 146and mixing the standard of poverty produced by BKKBN, BPS (Statistical Board), and 
international organizations (such as OECD and UNDP) in delivering welfare schemes as 
all of them have their own shortcomings. An example of a scheme that uses mix data is 
the Social Safety Net’s Scheme (JPS / Jaringan Pengaman Social) (Haeruman, 2000).
As the poverty problem in Indonesia is significant, all definitions have their rationale 
and any scheme will do well if it can assist these families to increase their economic
status.
4.2.5. Size and stages of saving 
There was Takesra, which is essentially a saving scheme, operates is summarized
in Table 4.1. This table shows that the savings can be obtained at five stages from four 
months up to a year and only can be withdrawn if the loan is paid off. Every woman,
who joins the saving scheme, has to keep at least 10% of her credit maximum loans in 
her saving account until the end of the scheme. This amount of saving is used to increase 
her credit at the further stage. 
Table 4.1: Size and duration of the schemes
Stage Duration
(month)
First
balance of 
the saving* 
Maximum
loan*
Deposit to the 
saving (10% of 
the maximum 
loan)*
Useable
loan*
The
minimum
balance at 
the saving 
account*
I 4 2,000.00 20,000.00 2,000.00 18,000.00 4,000.00
II 6 4,000.00 40,000.00 4,000.00 36,000.00 8,000.00
III 8 8,000.00 80,000.00 8,000.00 72,000.00 16,000.00
IV 10 16,000.00 160,000.00 16,000.00 144,000.00 32,000.00
V 12 32,000.00 320,000.00 32,000.00 288,000.00 64,000.00
Source: Kukesra, 1996, 8. 
* = rupiahs; 1 dollar equals approximately 8,600 rupiahs as at June 8, 2004.
From stage I, the operation of the saving can be explained as follows. A qualified 
woman is eligible to receive a basic saving freely from Government for the sum of 2,000 
rupiahs. This is deposited in a saving account under her group leader’s name operated by 
a bank. If the group leader does not have a bank account yet, the bank will open such an 
account (but only for the group leader). Having this saving and after joining UPPKS, the 
woman is now eligible for a loan of 20,000.00 rupiahs, and 10% of it (ie. 2,000.00 
rupiahs) have to be deposited in the saving account, therefore her total saving becomes
 1474,000.00 rupiahs. This means that in stage I, the woman can only use loans for the sum
of 18,000 rupiahs. The duration of stage I is four months and during this time the loans 
need to be repaid. At the end of this period the woman is expected to have kept the 
originally deposited 2,000.00 rupiahs and added an extra 2,000 rupiahs from the first 
loan. If this is the case, the woman now can move to stage II where she is eligible to a 
40,000 rupiahs loan, and 10% of the loan (4,000 rupiahs) should be deposited in the 
saving account. A similar procedure applies to stages III, IV, and V. At the end of the 
last stage (stage V), the woman can withdraw her saving for the total sum of 64,000 
rupiahs after she pays off all her loans. This type of withdrawal is the only one available 
in this saving scheme and the woman is not allowed to withdraw money during the 
scheme’s period.
With all those gradual size of savings, it is hoped that the higher the woman
advances through the scheme’s stages, the more business skills she develops and 
demonstrates, and consequently she can be entrusted with operating a larger amount of 
money. The design of the scheme is geared towards smooth progression to higher levels 
of responsibility. The available credit and time duration of each stage have been set up 
by the Government in 1995 and have not been adjusted since. However, the small size of 
loans encourages non-productive use of money, which challenges the long-term goal of 
poverty alleviation. Later on in this thesis (ie in Chapter 8.2.2), I will present and discuss 
people’s perceptions about the appropriateness of the size and duration of the schemes.
The distribution of women according to the scheme’s stages for Central Java is 
presented in Appendix 4.3. In 2000, women at stage 1, II, III, IV and V were 17%; 
14.5%; 12.4%; 7.4%; and 4.0% respectively. The stage distribution of respondents 
covered in this study was significantly different, namely 0%, 20.4%, 9.7%, 30.1%, and 
39.8% for stage I, II, III, IV, and V respectively (see Table 6.1). One of the reasons for 
this is to survey and get a feedback from women who have had more experience in using 
the scheme.
4.2.6. Mechanism of Takesra 
There are several principles, which need to be adhered to in order to follow the 
saving scheme’s mechanism as described in Figure 4.1. 
 148Figure 4.1: Mechanism of Takesra 
Post office at 
sub-district level 
BKKBN
KS-III
KS-III+
KS-II
KS-I
Pre-KS
                     Source: Takesra’s Guide, 1997, 7.
The mechanism of the saving scheme can be described as follows: 
1. The bank account will be opened by a group leader after she hands in a Takesra’s 
application form, which includes list of her group’s members approved by a local 
supervisor as a government official from BKKBN (see Appendix 4.4). The 
information in this list includes name of group leader, her address, name of her 
group, name of all members, her signature and supervisor’s signature. 
2. There are two ways of sending the above list from the group leader to Indonesian 
Post. Firstly, as regulated in the Takesra’s Guide the group leader can hand in the 
above list directly to Indonesian Post at sub-district level or village level (if there is 
one), namely Post keliling/Circle Post (Takesra’s Guidelines, 1997, 13; Kukesra’s 
Guidelines, 1999, 8). The second way which is most commonly used in practice is 
for the group leaders to pass the list through to field supervisors who will bring it to 
the nearest Indonesian Post office. All respondents in this study said that they prefer 
the second way. Some of them clarified that the second way is easier as they do not 
need to go out and do not need to spend extra money for transportation. Later the 
 149group leader will be given a Takesra Card for further transactions with Indonesian 
Post or Field Supervisors (see Appendix 4.5). This card is provided by Indonesian 
Post and includes information, such as date of purchase, deposit, withdrawal, 
balance, and interest to be filled when she deposits the savings or payment
installments.
3. A group leader is in charge of almost all-financial duties in relation to the group’s 
credits-savings such as deposit of savings, distribution of interest, organisation of 
payment installment etc. as already explained previously in this chapter. Although 
there is no restriction for members to make transactions as their names have already 
been included in the list (when their group leader opened the saving account in the 
first place and apply for the loans), in practice only group leaders have contact with 
Indonesian Post. This contact is essentially the external contact/transactions of the 
group. Other members of the group usually only have internal contact among
themselves. The internal transactions can be followed up from the available list of 
deposits and withdrawals, which states name of the group, information on date and 
day of deposit and withdrawal, names of all the members, total transactions, 
signature of group leader, and a special note. This note states that: ‘This list does not 
need to be handed to the bank or Indonesian Post, but is only for group leaders’ (see 
Appendix 4.6) and de facto precludes other members of the group to contact other 
institution such as Indonesian Post or the bank.
It is clear that Takesra is relatively a straightforward scheme but relies heavily on 
community participation and willingness to cooperate from the poor rural women.
4.2.7. Indicators for success 
As the saving (Takesra) and credit (Kukesra) schemes are seen as twin schemes,
they have the same indicators for success. According to the Joined Guidelines between 
the Bank, BKKBN and Indonesian Post, there are four indicators for the success of the 
schemes as follows:
1. to increase active depositors. Active depositors mean the depositors who renew their 
balance within the last three months;
 1502. to decrease passive depositors. Passive depositors mean the depositors who do not 
renew their balance after 3 months;
3. to increase the percentage of depositors from Pre-KS and KS-I; and 
4. to increase the total savings from the operation of Takesra (Takesra, 1995, 55-6, 
Takesra, 1997, 33). 
There are a number of specific indicators which can be used to evaluate whether the 
schemes have been successful (or not) in their implementation. The evaluation of their 
results significantly depends on the interest of the institutions involved in operating the 
schemes. Two evaluation systems have been used so far, ie.: 
1. Evaluation produced by BKKBN (National Family Planning Coordinator Agency) at 
the end of every month, which is sent to Indonesian Post. In this evaluation there are 
points being reported such as ‘the number of women who received the basic savings 
and loans’ (Takesra, 1997, 34). For the credit scheme (Kukesra), the notion of 
success is linked to the number of women from Pre-KS and KS-I who have been 
attracted into the scheme. The more women are covered in the schemes, the more
successful the government’s initiative is.
2. Evaluation produced by the bank. This evaluation is proceeded based on the data 
from the Indonesian Post. The points included in the bank’s evaluation are as 
follows:
-    Estimates of requested savings and loans; 
- Total number of groups; 
- Number of depositors; 
- Available  funding;
- Useable  funding;
-     Balance of the loans; and 
- Total savings (Takesra, 1997, 36). 
The bank does not only send their report, but also forward data from Indonesian Post 
to BKKBN as a cross-check mechanism. The question that remains is how the 
success of the schemes translates into success for women. Do the indicators above 
needed for the success of the schemes are understood and supported by women?
 151Does a successful scheme empower them? The discussion in Chapter 8.5.1 
elaborates on these issues.
4.3. Scheme II: Kukesra (Loan scheme) 
4.3.1. Definition 
This scheme gives priority to poor women in rural areas i.e. Pre-KS and KS-I. As 
explained earlier, Takesra is a scheme from the Indonesian central government which 
objective is to initiate saving awareness through providing basic saving amongst poor 
families (Takesra’s Guidelines, 1997). The second scheme – Kukesra – provides further 
incentive for economic development. ‘Prosperous Family Business Credit’ (Kukesra / 
‘Kredit Keluarga Sejahtera’) has been also been running in Indonesia since 1995. After 
being registered at a bank with a savings account and becoming a member of a family
income generating project (or UPPKS group/usaha peningkatan pendapatan keluarga 
sejahtera), women are allowed to join Kukesra. Kukesra itself ‘is defined as soft loans
10
given to Pre-KS and KS-I who already have Takesra saving accounts and have joined 
UPPKS’ (Kukesra, 1995, 2). 
4.3.2. Objectives 
The Kukesra scheme aims at three goals i.e.: 
1. increasing family welfare stages from Pre-KS and KS-I to higher stages;
2. alleviating poverty through economic production; and 
3. raising saving awareness among the community by using banking service (Kukesra, 
1999, 1 and Kukesra, 1997,1).
The discussion in Chapter 8 analyzes whether these objectives reflect women’s interest 
or not, but it is clear that the main emphasis of the scheme is on poverty alleviation. 
10 Soft loan defined as loan at interest below bank rate (Yunus, Undated). 
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This is a scheme, which provides a loan to the value of ten times the savings. As 
an inseparable scheme from Takesra, the loan can be obtained at five stages from 4 
months up to a year (see Table 4.2). A prerequisite for moving onto the next stage is that 
at least 75% (preferably, 100%) of the existing loans are repaid. There is a month
tolerance after the expiry date of the loan within which installments are also accepted. 
The main objective of Kukesra is to encourage families to develop their own businesses, 
which in the long run hopefully will make them “prosperous” (ie will take them above 
the poverty line). The loans are given as soft loans with an interest rate of 6 per cent 
annually (Kukesra’s Guidelines, 1999, 8). The detailed interest rate and repayment
schedule can be seen in Table 4.2. 
Table 4.2: Interest of loans
Maximum amount interest Stage Period of
time
(months)
Rupiahs US$
Installment / 
month %/year Rupiahs
/month
Total
installment
(rupiahs)
I 4 20,000.00 2 5,000.00 3.75 62.50 5,062.50
II 6 40,000.00 4 6,666.67 3.50 116.67 6,783.33
III 8 80,000.00 8 10,000.00 3.38 225.00 10,225.00
IV 10 160,000.00 16 16,000.00 3.30 440.00 16,000.00
V 12 320,000.00 32 26,000.00 3.25 866.67 27,553.33
Source: Kukesra’s Guidelines (1997, 7 and 1999, 7). 
Table 4.2 does not only show the interest, but also total installments, which differ in the 
different stages. The more advanced the stage, the higher the installments to be paid. For 
example the installment from stage I is 5,062.50 per month for 4 months and increases 
up to 27,553.33 per month for 12 months at stage V.
In Central Java in 2000, the largest number of women who have defaulted loans 
until July 2000 was in stage IV (see Appendix 4.7). The data from my interviews reveal 
that the majority of women were in stage V when this information was collected in 2000 
(see Table 6.1). Therefore, this is a reasonable stage to evaluate the impacts of the 
schemes on women.
 1534.3.4. Mechanism of Kukesra 
The family savings scheme (Takesra) is a straightforward program where the 
government provides a limited amount of savings which families are encouraged to keep 
in order using at a later stage. Ideally, the main purpose of these savings is to act as a 
basis for obtaining the Kukesra loan. However, there is a major additional requirement
which families need to satisfy before they consider applying for a loan, namely they 
need to become a member of a Kukesra group (UPPKS) and work on a particular 
income-generating project. The mechanism promoted by Indonesian Government can be 
seen in Figure 4.2. 
Figure 4.2: Mechanism of Kukesra 
Post at sub-
district level 
Coordinator of 
PLKB/field supervisors 
Branch of post office 
KS-III+
KS-III
KS-II
KS-I
Source: Kukesra’s Guidelines, 1999, 4. Pre-KS
     The mechanism involves several steps, ie: 
1. Field supervisors – who work under the National Family Planning Coordinator 
Agency/BKKBN and usually run government schemes including Takesra and 
Kukesra schemes – are responsible to find prospective women-borrowers as a target 
group. Mostly they use social meetings such as PKK to introduce and offer the 
schemes. These supervisors are well familiar with women’s economic conditions as 
 154already described for Takesra, therefore they can assess which women belong to 
which category of poverty. 
2. The field supervisor compiles a list of 7 to 15 members and appoints one of them as 
a leader. Theoretically a group will be asked to plan economic activities and its plan 
should be approved by local government (“aparat desa”), but in practice it does not 
happen because the approval from BKKBN is enough; 
3. A group leader who wants to apply for credit needs to fill in a form from the bank. 
Most of the groups from the interviews mention that they received assistance to do 
this from the supervisors. The form consists of information such as name of group, 
name of group leader, address of the group, size of loan, and duration of the 
payment.
4. There are two alternatives to send the form to the bank and both use Indonesian Post 
as a mediator and for checking the data: 
a. Firstly, the group leader can take the form directly to Indonesian Post at sub-
district level after it been approved by the coordinator of field supervisors; or 
b. Secondly, the group leader gives the form to the field supervisor who will pass 
the form to Indonesia Post at sub-district level after approval by coordinators of 
field supervisors. Most respondents exercised this second way.
5. If and when approved by BKKBN, the application is signed by the head of 
Indonesian Post and head of the bank; 
6. The next step is the processing of the new loan. The loan contract will be signed by 
the group leader on behalf of all other members, and the Indonesian Post on behalf 
of the bank (namely Bank National Indonesia/ Indonesian National Bank). The 
contract is only signed by the group leader and the bank, and the agreement within 
the contract includes details of lender and borrower as a group, ie general 
requirement of credit (maximal of credit, interest rate, period of time, installment
repayment, and endorsement, see Appendix 4.8). This marks the beginning of the 
new Kukesra loan.
7. After the loan has been established, the local supervisor together with the group 
leader will meet with all other group’s members. They use an existing social 
meetings (such as PKK) to announce that the loan has been approved and taken out, 
 155and explain the amount of interest due over it, the amounts and the process of 
installment payments and other administrative matters (Kukesra’s Guidelines, 1999, 
3). Beside dealing with these schemes as an additional agenda, such kind of meeting
has also a regular agenda such as participation in a revolving fund (arisan), cooking 
exhibitions, handcraft exhibitions, and religious speeches.
4.3.5. Repayment
      Repayment starts two days after disbursement of the loans on a monthly basis 
(Kukesra’s Guideline, 1997, 31). According to this guideline, repayment can be 
deposited either through Indonesian Post at sub-district level or at village level (Pos
keliling/Circle Post if there is one). The Kukesra’s Guideline 1999 states that repayment
should be deposited by the group leader, and the repayment should not be given to 
others than Indonesian Post (Kukesra’s Guideline, 1999, 8).
4.3.6. Defaulted  loans
      According to the scheme, there are two types of defaulted loans, ie yellow and 
red defaulted loans (Kukesra’s Guidelines, 1997, 31-32 and Kukesra’s Guidelines, 1999, 
8). The first one is less serious than the second one. The yellow defaulted loan occurs 
when women-borrowers do not repay on time within the loan’s period. To solve this 
problem, there is assistance especially from field supervisors (from BKKBN). The red 
defaulted loan occurs when women-borrowers are unable to repay after the duration 
loan. There are two alternative solutions for this problem. The group is not allowed to 
apply for new loans and they have to return the defaulted loans in a group or they can 
get subsidized from the village’s financial resources (Kukesra,’s Guidelines, 1999, 8). 
Although the emergence of Takesra and Kukesra is full of political nuance as I 
described earlier in this chapter, defaulted loans (particularly red defaulted loans) should 
be chased. The reason of chasing defaulted loans is not only because the scheme is a 
revolving fund that should be returned to the government, but also to lend them back to 
the poor families in order to optimize the advantage of the schemes (Republika, 2003). 
Every district has its own way to chase defaulted loans, especially after the 
implementation of regional autonomy. In Cilacap, for example, there is a financial 
 156reward (a certain percentage from the collected loans) for field supervisors who are 
successful in collecting the loans. A similar mechanism has been implemented in 
Surakarta (located also in Central Java) where there is an agreement between the bank 
(BNI) and BKKBN to become a debt collector which includes a financial reward. In
other districts, however, there are no such financial rewards, which leaves local 
supervisors less enthusiastic to chase defaulted loans (see Table 6.14 for more
information about supervisors’ responsibilities). 
With all the content of the schemes described above, we need to know whether 
the schemes are making any impact(s) and to what extent they contribute to changing 
women’s life in rural areas.
The following chapter (Chapter 5) explains the methodology of the research 
conducted in this thesis. This methodology is important as a tool to analyze the two 
government schemes from the point of view of their content as described in this chapter 
and implementation, as well as within the broader Indonesian context which affects all 
levels of running the schemes.
 157 158CHAPTER 5 
RESEARCH METHODOLOGY 
This chapter describes the methodologies used in this thesis. It covers method,
participants in the study, location of the study, research approach, data collection, data 
analysis and ethical concerns. 
5.1. Method 
The main method in this research is case study analysis. The advantages of case 
studies are that they allow for the use of a variety of sources for data collection and 
interpretation. The particular techniques applied here include a survey and individual 
interviews with families who have benefited from the schemes as well as interviews with 
people responsible for their running. Secondary sources of information, such as 
government publications, guidelines and relevant legal regulations have also added to 
the richness of data and aspects of the study. In addition, it was also possible to record 
anecdotal evidence that illustrates the programs’ shortcomings or accomplishments.
According to USAID, in a case study, incidents or concrete events, often from one 
person’s experience can be told (USAID, 1996), and this character is particularly 
important to trace women’s voices.
5.2. Participants in the study
The collection of empirical information for the study commenced with a visit to 
Central Java from October to December 2001. The main participants are women-
borrowers, their husbands, field supervisors and a head of BKKBN at district level. A 
second visit at the end of 2001, allowed me to interview two other bank officials and a 
former Minister of empowered women (Minister for Women Empowerment?). In June 
2004, final confirmation and updating of the evidence was carried out through telephone 
contacts from Australia.
In total, I interviewed 93 women from three districts (namely, Cilacap, 
Purbalingga and Brebes in Central Java) who were involved in this study as respondents. 
All of them have joined the two schemes. Although this sample does not representative 
159all women in rural areas, it is representative of the represent women who are involved in 
the schemes. Thirty-one women were interviewed fromn each district. As the women are 
the main target of the two government schemes, interviewing them is essential as it does 
not only assist in understanding their background, but also in tracing women’s
perceptions and expectations from the schemes. This provided invaluable richness for 
the analysis and helped shape the findings and recommendations from this research. 
Besides the women-borrowers, I also interviewed 24 of their husbands, ie. 10, 6 
and 8 from Cilacap, Purbalingga and Brebes respectively. It was impossible to conduct 
interviews with all of the husbands as a number of the wives voiced their concerns and I 
found it inappropriate in any way to inconvenience the participants in the study. The 
data from the interviews with the husbands is important to understand the men’s
perceptions and expectations from the schemes. By comparing men’s and women’s
feedback and experiences, it is expected that it may be possible to find a common
ground and a basis for cooperation for the improvement of the conditions for families in 
rural areas, for women as well as for men.
I also collected data from 36 field supervisors, ie. 18 females and 18 males, to 
trace the information regarding their attitudes towards gender issues, their constrains and 
opportunities in implementing and carrying out the work on the schemes. Such data is 
particularly valuable as they are the ones who have direct face to face communications
160with the women-borrowers. Their perceptions and attitudes are also important for the 
improvement of the schemes.
5.3. Study location 
I selected three districts covered by the schemes based on the indicator for 
success used by the government for assessing the schemes, namely the number of 
defaulted loans. According to this indicator, Indonesia’s districts can be classified into 
three groups, ie with high, medium and low number of defaulted loans. The three chosen 
districts in Central Java are Brebes, Purbolinggo and Cilacap, and they represented these 
three groups respectively. The determining of the three groups’ intervals was based on 
calculations from data released by the National Bank of Indonesia in July 2000 (BNI, 
2000), three months before the first interviews were conducted. The calculation uses the 
following formula:
V= (X1-X2)/3= (60.65-5.44)/3 = 18.40 
Where:
V     = Variant 
X1   = The highest number of defaulted loans which was in Cilacap,
           namely 60.65%. 
X2   = The lowest number of defaulted loans which was in Purworejo, 
            namely 5.44%. 
With the variant above, then I calculated the data from the lowest to the highest 
percentage of defaulted loans and classified the districts into ‘low’, ‘medium’ and ‘high’ 
according to defaulted loans as described in Table 5.1. The three selected districts fall 
within the so-determined three groups – Brebes with low number of defaulted loans, 
Purbolinggo with medium and Cilacap with high – as represented in the summary in 
Table 5.1 below.
161Table 5.1: The classification of defaulted loans 
Interval Classification of
defaulted loan 
Brebes Purbolinggo Cilacap
Interval Classification(s) Brebes Purbolinggo Cilacap
5.44 to 23.40  Low 18.88 - -
23.41 to 42.24  Medium - 25.88 -
42.25 to 60.65  High - - 60.65
      Source: Calculations based on BNI data (BNI, 2000). 
Although the quantitative differences between the three districts are not always 
emphasized in the analysis, using the three categories of respondents is firstly, 
representative of the implementation of the schemes and secondly, allows for recording 
experiences in different settings.
Within the ethnic and cultural diversity of Indonesia, the location of all districts in 
Central Java allowed me to use my mother tongue for conducting the interviews. This 
reduced the barriers between me as a researcher and the families who live in poor 
conditions and most cases below the poverty line. 
5.4. Research Approach 
The research uses a multi disciplinary approach including methods from policy 
studies, gender studies, economics, sociology, and cultural studies. A gender 
perspective, however, is being applied as a main approach for analyzing these 
development problems. Besides, gender assessment is used and promoted as a planning 
instrument, and also to give an indication of the potential impact of proposed 
development schemes on gender relations (Gianotten et al, 1994, 12). 
5.5. Data Collection 
The data was collected in several ways: in-depth interviews, direct observation, 
and through secondary data. 
x The in-depth interviews focused on the targeted informants, ie the women and their 
partners (in all cases husbands) who were involved in income-generating projects, as 
well as field staffs. A questionnaire was used as a guideline but as I was conducting 
the interviews in people’s villages and often homes, I was able to touch on a variety 
of additional issues which appeared to be of importance in each individual setting.
162x Direct observation throughout the formal and informal meetings with the participants 
in the study allowed to collect data, particularly revealing about the real living and 
working conditions of rural women and to recheck the data from other sources. 
x The secondary data collected from libraries, local and national government offices, 
Internet sites and international help organizations added to the richness of the 
analysis and particularly allowed for international comparisons and the identification
of best practices. 
All photographs included throughout the thesis have been taken during my field work. 
5.6. Data Analysis
Following the recommendations by Levin et al. (1994), I apply qualitative 
research methods for the main analysis and quantitative for the supporting analysis. This 
thesis uses a gender assessment to examine the schemes on women and gender relations. 
The four components of the assessment are: context analysis, gender analysis, 
institutional analysis, and project analysis as described below. 
1. Context analysis (macro level) 
“Context” refers to the influential factors at the macro level, which should be fully 
understood, and they include geography and demography, rural society, economic
overview and gender policy  (Gianotten et al, 1994). 
1632. Gender analysis (micro level) 
This analysis uses the Harvard Analytical Framework to examine four aspects of a local 
community at the micro level ie.: 
- gender division of labour and workload; 
- access and control over resources; 
- women participation in decision making; and 
-women’s and men’s expectations regarding the schemes (Overholt et al., 1991). 
3. Institutional analysis 
The institutional analysis reveals the role and links between the institutions involved in 
operating the schemes. This analysis contains two kinds of identification ie. : 
- perceptions and attitudes of male and female staffs regarding gender issues, and
- institutional constrains and opportunities to implement the schemes.
4. Schemes’ analysis 
The schemes analysis focuses on all documents related to the schemes in all different
stages (identification, formulation, implementation, and evaluation). Analyzing all the 
content of the documents is important to answer questions relating to : 
- the way a gender differentiation is made;
- the internal consistency of the documents including objectives, mechanism and 
indicators for successful schemes;
- the justification of the underlying assumptions of the documents from gender 
perspective; and 
- the women’s participation in each stage of the schemes (Gianotten et al., 1994, 
17-26).
5.7. Ethical Considerations 
All the interviews were conducted after having received an ethical approval from
the Human Research Ethic Committee of Murdoch University to collect the data from
the field. This approval is for a period of three years from October 2000 to October 
1642003, and it was renewed for another three years. This approval was necessary in order 
to check my approach against the recommended research practices and particularly 
avoid the possibility of causing any harm to the participants in the study. 
One particular experience when I was conducting the interviews in Central Java 
is worth noting. I was in a position to offer a small financial reward to the participating 
women as the interviews required extended period of time and willingness to talk to me.
In a western culture, this could be perceived as a positive and negative thing. However, 
in Central Java it was accepted only as a sign of encouragement, appreciation and gift. 
The women were willing to talk to me and they did not expect to be rewarded 
financially. However, when they were given the money, they were very happy as they all 
were representatives of poor families.
The chapter to follow presents the findings from the field. 
165166CHAPTER 6 
RESEARCH FINDINGS ON GOVERNMENT SCHEMES
This chapter reveals research findings from the empirical data collected during 
the interviews with women and their husbands who have benefited from the government
schemes as well as with the people who are engaged with running the schemes. The aim
of these findings is to ascertain the real input from the field, so that it can be used for 
further analysis of the schemes. The sections to follow cover women’s and men’s
perceptions and expectations of the government schemes, field supervisors’ perceptions 
and attitudes regarding gender issues, constrains and opportunities to implement the 
schemes, and impacts of the schemes on women.
6.1. Data from research on gender issues 
With women being the main target of the savings and micro-credit schemes, the 
gender aspects of their operation are expected to be the primary concern of the 
Indonesian government. It is interesting to find out whether this has in fact been the case 
and how the women and their husbands perceive the benefits from the schemes.
1676.1.1. Women’s perceptions and expectations of the government schemes
Women’s perceptions and expectations of the schemes particularly, the credit 
scheme (Kukesra), are described in this section. The following issues linked to the 
operation of the schemes are covered: stages of loan, total loan, duration of the loan, 
loan procedure, and the level of interest that applies. 
(1) Stages of loan 
As presented in Table 6.1, the majority of the interviewed women have reached 
the last two advanced stages of the lending schemes, i.e. 30.1% (or 28 women) are at 
stage 4, and 39.8% (or 37) at stage 5. None of the women is at the first stage. This means
that the women included in the interview sample can provide reliable information to 
analyse and evaluate the schemes as they already have had significant personal 
experience.
Table 6.1: Stages of loan taken by respondents 
Stages/location Cilacap (%) Purbalingga (%) Brebes (%)  Total (%) 
10 0 0 0
2 16 (52)  3 (9.7)  0 19 (20.4) 
3 6 (19)  3 (9.7)  0 9 (9.7) 
4 9 (29)  19 (61.3)  0 28 (30.1) 
5 0 6 (19.3)  31(100) 37 (39.8) 
Total 31(100) 31 (100)  31(100) 93 (100) 
            Source: Data from field work, 2000. 
(2) Perceptions and expectations related to total loan 
In terms of the size of the total loan, women have different opinions. Most of 
them (63 or 67%) feel that the total loan was too small, while 24% (or 21) feel satisfied, 
and 9% (or 9) did not provide an answer (see Figure 6.1). There was not an obvious 
reason why some women were reluctant to give an answer. Interestingly, when asked 
about their expectations for future loans, there were a greater number of women (72 or 
77%) who wish for the loan to be expanded. This is 10% higher (see Table 6.2 and 
Figure 6.2) than the women who perceived the loan as too small. A possible explanation 
for this difference could be that once the women have used the loan, they have a better 
idea of what they want to do in the future and how it can be of assistance. 
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Table 6.2: Women’s perceptions and expectations of the total loan 
Perception Expectation
Satisfied 22 (24%) Satisfied 12 (13%)
Too small 63 (67%) Should be expanded  72 (77%)
Not answered  8 (9%)  Not answered  9 (10%) 
Total amount 93 (100%) Total 93 (100%)
                  Source: Data from field work, 2000. 
Such a high percentage of women wanting a higher loan is a positive finding coming
from amongst respondents who have first hand experience in borrowing and repaying 
the loan. It means that they feel comfortable with their business skills and are confident
that will be in a position to handle successfully higher loans. It is important however that 
there exist other supporting schemes which take care of the basic everyday needs of the 
extremely poor families and do not misdirect the resources generated through micro-
credit.
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(3) Perceptions and expectations of the duration of loan 
The majority of women 60 (or 65%) feel that the period of the loan was too long 
(see Figure 6.3). This does make sense because most of them (71%) are at the stages 4 
and 5, which means that they had to wait 10 to 12 months to receive the loan (Table 6.3). 
It is understandable therefore why 57 (or 61%) of the women also demanded the period 
of the loan to be shortened (see Figure 6.4). 
Table 6.3: Women’s perceptions and expectations of the duration of the loan 
Perception Respondents Expectation Respondents
Proportional 0% Satisfied 18(19%)
Too short  0% Should be lengthened  0%
Too long  60(65%) Should be shortened  57(61%)
Not answered  33(35%) Not answered  18(19%)
Total 93(100%) Total 93(100%)
                Source: Data from field work, 2000. 
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Figure 6. 4: Women’s expectations of the duration of the loan 
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The expressed desire to see the loan period shortened is also indicative of the 
good business skills that women-respondents have and of their confidence that they can 
achieve successful business outcomes in a shorter period of time.
171(4) Procedure of taking loan 
Most women think that the procedure of receiving the loan is complicated, and 
only a few women perceive the procedure as simple. The complications refer to 
requesting the loans, filling the forms, approving by field supervisor, loan disbursement,
and withdrawing the saving. The results described in Table 6.4 below show that 69 or 
74% women are not satisfied (see also Figure 6.5) with these procedures, while only 7 or 
8% of women think that the procedure is simple. Interestingly however only 50 or 54% 
borrowers expressed an opinion s that the procedures should be simplified. The 
percentage of women who did not give an answer to this question was relatively high at 
33% or 31 out of 93 women (see Figure 6.6). One reason may be that women are not 
eager to know the procedures as the financial impact of the loan on their life is not 
significant. One women pointed out that she was more concerned how to run her 
business rather than with administrative issues. In her words, she says:
”If the supervisors/staffs can provide us with the credit, why 
wouldn’t they want to do the administrative work as they have better 
education than us …that is their job….”.
The answer to this question also foreshadows lack of confidence amongst Java 
women in relation to understanding the financial and administrative system.
Figure 6.5: Women’s perceptions of the procedure of taking loan 
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172Another reason why only a few women think that the procedure is simple is due 
to the application process. In the existing system, only the group leader is given a chance 
to regularly contact an outside (external) institution, i.e. post office or bank. This means
that most women are excluded from these two public institutions, therefore the purposes 
of Takesra (saving scheme) and Kukesra (credit scheme) have not yet been met. As 
mentioned in the Takesra Guidelines one of the scheme’s aims is to “introduce and use 
banking and Indonesian post service” (Takesra’s Guidelines, 1997, 1-2). Besides, the 
Kukesra (credit scheme) also states that one of the objectives for the creation of this 
scheme is to “raise saving awareness among the community by using banking service”. 
This exclusion of the ordinary women from direct contacts with external institutions 
means that these two objectives of the schemes cannot be accomplished unless changes 
are implemented.
Table 6.4: Women’s perceptions and expectations of the procedure of taking loan 
Perception Respondents Expectation Respondents
Too complicated 69(74%) Should be simplified 50(54%)
Simple 7(8%) Enough 12(13%)
Not answered  17(18%) Not answered  31(33%)
Total 93(100%) Total 93(100%)
           Source: Data from field work, 2000. 
Figure 6.6: Women’s expectations of the procedure of taking loan 
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173(5) Interest rates 
Formally according to the credit scheme (Kukesra), particularly point 7.1 of 
Indonesian National Bank (BNI) dated 24 November 1995, the level of interest that 
applies to the loan taken by women is fixed at 6% annually. In practice, however, there 
are different levels of interests applied at these three selected districts (see Table 6.5).
Tabel 6.5: Levels of interest that applies 
Level of interest 
(%)
Cilacap (%)  Purbalingga (%)  Brebes (%)  Total (%) 
2 0(0) 0(0) 14(45) 14(15)
1.5 6(19) 0(0) 0(0) 6(6.5)
0.5 12(39) 20(65) 17(55) 49(52.5)
Do not know  13(42) 11(35) 0(0) 24(26)
Total 31(100) 31(100) 31(100) 93(100)
Source: Data from field work, 2000. 
Most women in these three districts 49 or 52.5% have been charged according to 
the formal interest rate i.e. 0.5% per month or 6% annually. Others have been charged at 
various levels of interest i.e. 2 and 1.5 (15%, 6.5% respectively). The overall share of 
higher interest loans is 21.5% and there are no loans with lower than the standard 
interest rate. Interestingly, 24 or 26% of the respondents did not answer how much
interest they have been charged for their loans. Either they answered “do not know” or 
“forgot” when they were asked about the level of interest. This relatively high 
percentage again is indicative of the lack of knowledge and familiarity with the banking 
system.
It is not clear why there are various interest rates applied to the loans taken by 
women-borrowers. One possible reason is that there is no fee charged for the provision 
of this credit. This means that for the micro-credit business to be financially sustainable 
including administrative cost for its running, there must be an additional cost on top of 
the formal interest. This makes the levels of interest applied to women higher than the 
formal rate. Besides, the interest rates applied to women through the government’s
micro-credit schemes are far below the informal banking (money lenders’) levels which 
still exist in the Indonesian society. This kind of banking charges the borrower interest 
between 15% and 90% per month (Artien Utrech, 1992, p.17, 25). Due to these two 
reasons, ie lack of administrative charges and higher interest rates in the informal
174banking sector, it seems that it is still normal when women are being charged interests 
higher then the ones prescribed in the regulations. One husband, however, complained
that the interest is too high, even though he also recommended continuing these 
schemes. The various interest rates reflect that the situation of poor people is so pressing 
that as long as their basic needs can be fulfilled, it does not matter what the level of 
interest is, whether it is high or low. Although there is no single women complaining
about the level of interest, one woman during the field work commenteded that: 
“Basically I receive this amount” (pokoknya terima segini).
The ignorance as to the importance of the interest rate is also found in the finding 
that 21% of the respondents answered “do not know” or “forgot” when they have been 
asked about the level of interest that applies to them. There is also the assumption that if 
the government engages in a particular initiative, it will be a fair and encouraging 
business.
6.1.2. Husbands’ perceptions and expectations of the government schemes
In considering husbands’ perceptions and expectations as to the saving and credit 
schemes (Takesra and Kukesra) in which their wives are involved, seven key points 
were found to be important from the questions given to the husbands. The seven 
questions were: 
1. Why do you agree for your wife to be involved in these two schemes?
2. What benefits does your wife get from her activity in joining the schemes?
3. What do you expect from your wife’s involvement in the schemes?
a. to bring money home;
b. to have better social status; 
c. to kill some time;
d. to learn how to do things; 
e. to support husband’s business and 
f. Other:  …
4. If your partner is bringing money home, what do you expect this money to be
     spent on?
a. children's education;
b. clothes; 
c. furniture;
d. expand the project; 
e. it’s up to her and 
f. other:  ….
1755.  How long does your wife spend on the project every day in terms of
hours? Are you happy with that? Why?
6. What is your participation in the different stages of the project? State your 
participation in the following:
a. Planning; 
b. Implementation;
c. Evaluation;
d. Management and
e. Other:  ….
7. What are your recommendations for these schemes?
Methodological comments 
Among the three districts of the study, I collected data from 24 husbands-
respondents, i.e. 10, 6, and 8 from Cilacap, Purbalingga and Brebes respectively. I 
interviewed the husbands after obtaining an agreement to do so from their wives. Even 
though I tried to match all women-borrowers and get more respondents, some women
did not allow me to interview or obtain any information from their husbands.
For the questions listed above, I made a coding for every possible answer. For 
the three districts (Cilacap, Purbalingga and Brebes), there were three different codes, 
i.e. CH1-10, PH1-10, and BH1-10: 
CH1-10 means Cilacap Husband 1 to 10; 
PH1-6 means Purbalingga Husband 1 to 6 and 
BH1-8 means Brebes Husband 1 to 8. 
After the coding process, I then classified the data into different categories. 
Especially the answers to questions 1, 2 and 7 which were open-ended had to be grouped 
around relevant topics. For question 1, the data from the field was classified into three 
categories, i.e. HB (Have Business), NB (No Business), and O (Others). For question 2, 
I classified field findings into three categories, i.e. SL (Social Life), EB (Economic
Benefits), M (Mixed), and O (Others). The data from question 7 has been classified into 
10 categories, i.e. A (Amount of loans), C (Continuity of loans), I (Interest of loans), Mc 
(Morale concerned), P (period of loans), Pc (Procedures of loans), S (Salary of staffs), 
N/A (Not answered), Ma (Mixed answers), () (more than 1 answer, not be counted), X
(more than 1 answer, not be counted). 
176Field findings 
The following section presents the seven topics from the husbands’ survey about 
the schemes and their male perceptions and expectations.
(1) Reason(s) husbands allow wives to joint the schemes
Table 6.6 below summarizes the answers to the first question from all the male
participants. The stated reasons are grouped under the three categories outlined. Overall, 
the majority of husbands supported their wives’ involvement with the schemes.
     Table 6.6: Husbands’ perceptions of wives’ reasons to joint the schemes
Classification Code Reason(s)
HB NB O
CH1 -to support her business
-to add to our family’s income
V--
2 -to increase capital V - -
3 -to broaden her mind - - V
4 -to broaden her mind and her 
knowledge
-V -
5 -to broaden her mind - - V
6 for additional income V - -
7 for additional income V - -
8 for additional income V - -
9 -to broaden her mind, knowledge 
-to have another activity
-V -
10 -to broaden her mind and knowledge  - V -
Total Cilacap  5 3 2
PH1 -to have a capital  - V -
2 -to broaden her mind - V -
3 -to have a new experience  - V -
4 -to broaden her mind as a result of her 
closed mindedness
-V -
5 -to have a new experience  - V -
6 -to have a life experience  - V -
Total Purbalingga  1 5 0
BH1 -to have additional income and to 
improve family wellbeing 
V--
2 -to have additional income and 
improve family wellbeing 
V--
3 -to accomplish family basic needs  - V -
4 -to accomplish family’s basic needs  - V -
5 -to get a capital  - V -
6 -to set up a new business  - V -
7 -to help me financially - - V
8 -to set up small business  - V -
Total Brebes  2 5 1
 T     o      t     a     l  7 14 3
           Source: Data from field work, 2000. 
177           Note: HB  = Have Business, means that women already have their businesses. 
                     NB  = No Business, means that women not yet have their businesses.
                     O    = Others, means no clear answers. 
Although the majority of husbands (14 or 58.3%) said that women joined the 
schemes because they did not have businesses yet, this, however, does not mean that 
they could easily start a new business with the loans provided as their size is too small
(see Figure 6.1). Seven husbands (29%) described that their wives participated in joining 
the schemes in order to get additional capital for wives’ businesses, which hopefully 
could result in additional incomes. A small number (3 or 12.5%) did not give any clear 
answers.
(2) Benefits from joining the schemes
       Table 6.7 shows the answers from the husbands to the questions related to their 
perceptions about the wives’ benefits from joining the schemes.
178Table 6.7: Husbands’ perspectives of wives’ benefits of joining the schemes
Classification Code Benefit(s)
SL EB M O
CH1 -to have a new skillful experience and to 
run an economic activity
-V --
2 -to have an additional capital and 
increase income
-V --
3 -to have a new experience for her and 
learn to socialize within the community
V---
4 -she can learn to run the small business  - V -
5 -to have additional capital for other 
small business 
-V --
6 -to have additional capital  V - -
7 -not to have spare time and be busy V - - -
8 -lots or reasons (no clarification what 
these reason are) 
-- V -
9 -lots of reasons such as to broaden her 
mind and because more skillful 
-- V -
10 -positive activity - V -
Total Cilacap  2 5 3 0
PH1 -for social interaction among the group  V - - -
2 -for having social life  V - - -
3 -to get additional income - V - -
4 -to have additional knowledge  - - - V
5 -to have additional income, if possible  - V - -
6 -to get additional income - V - -
Total Brebes  2 3 0 1
BH1 -to support the welfare of the family - V - -
2 -to support the welfare of the family - V - -
3 -to improve her business  - V - -
4 -to learn how to run the business  - V - -
5 -to improve the business  - V - -
6 -to learn how to run the business  - V - -
7 -to pay school fees of our children  - V - -
8 to have additional experience into her 
business, therefore have a better living 
-V --
Total Brebes 0 8 0 0
Total 4 16 3 1
Source: Data from field work, 2000.
           Note:  SL = Social Life;    EB = Economic Benefits; O = Others 
           M  = Mixed (of Social Life + Economic Benefits) 
From Table 6.7, it can be said that an overwhelming majority of the husbands (19 
or 79%) thought that the schemes had immediate economic benefits for the households, 
which is exactly in line with the schemes’ objectives. In 7 cases or 30%, the wives’ 
participation had beneficial social outcomes. Based of these outcomes, the schemes can 
179be perceived as being successful in the short run to meet immediate economical needs. 
In the long term, however, the economic sustainability of the schemes will be 
questioned. These affirmative perceptions from the husbands, however, should be 
treated with caution as there were a large number of women, namely 67 or 76% who did 
not agree for their husbands to be interviewed. One possible reason for this could be that 
the men’s attitudes towards the wives’ involvement are not positive.
(3) Husbands’ expectations from their wives’ involvement in the schemes
This question looks at the husbands’ expectations from the wives’ involvement.
While the previous question examined the actual outcomes, it is interesting to see 
whether the outcomes match the expectations. Table 6.8 describes the response from the 
husbands.
Table 6.8: Husbands’ expectations from their wives’ involvement in the schemes
Character(s) Cilacap Purbalingga Brebes Total (%)
a. to bring money home  3 0 1 4 (16.7) 
to have better social status 0 1 1 2 (8) 
to kill some time 1 0 0 1 (4) 
      to learn how to do things  6 5 4 15 (63) 
b. to support husband’s 
business
00 2 2 ( 8 . 3 )
Total respondents  10 6 8 24 (100) 
            Source: Data from field work, 2000. 
The majority of husbands 15 (or 63%) expect by joining the schemes their wives 
to “learn how to do something”. It means that they admit their wives do not yet know 
how to run or set up business or engage in economic activities. The second largest group 
4 (or 16.7%) expects their wives to bring home money. This is in contrast with the actual 
benefits, which are much more economically expressed. In other words, a smaller
number of husbands were supporting their wives’ engagement with the schemes for 
purely economic benefits but not withstanding this, the schemes contribute to the 
economic status of the households. The warning about the method of sample selection, 
which may contain a bias towards positive outcomes, still applies. 
180(2) Husbands’ expectation for the allocation of their wives’ income
The husbands were asked a question as to how the additional income generated 
by the wives should be used. Table 6.9 shows their answers. 
Table 6.9: Husbands’ expectation to the allocation of their wives’ income
Character Cilacap Purbalingga Brebes Total (%)
Children’s education 3 0 2 5 (21) 
Clothes 0 1 0 1 ( 4.1) 
Furniture 1 0 1 2 (8.3) 
Expand the project 6 1 5 12 (50) 
It’s up to her 0 4 0 4 (16.6) 
Total 10 6 8 24 (100)
        Source: Data from field work, 2000. 
Half of the husbands are of opinion that the earned money by the wives should be used 
to expand the wives’ projects, which generated the income in the first place. Children’s 
education is not seen as such a high priority attracting only around 21% of husbands’ 
preferences. Another 16% expressed their opinion that it is up to the wives to decide. 
Although this may suggest that the wives have the decision making power, it is rarely 
the case that the wives can engage, for example, in expanding the projects as this will 
require the approval and probably cooperation from the husbands. 
(5) Time allocation for running the wives’ business 
This question asks about the husbands’ perception of the daily length of time the 
wives allocate to the projects. The answers with the estimates are presented in Table 
6.10.
181Table 6.10: Husbands’ perspective of period for running the wives’ business 
Code Period: hours per 
day
(Approximately)
Encouragement / restrictions as to when the wives 
could be involved with the schemes activities 
CH1 3-6 N/A
2 Not sure  Depends on the situation and business offer 
33 N / A
4 6 Her activity is a normal daily activity
5 5 Her activity gives benefit to the whole family
6 Anytime N/A
7 Not sure N/A
8 8 As far as the household work has already completed
9 Not sure N/A
10 6 Only if the outcomes will be used to support family’s
needs
PH1 5-6 To broaden the wife’s mind as she does not have any
productive activity
2 0 His wife doesn’t have any business activity yet
3 5-9 N/A
4 5 To accomplish a family need 
5 11 Her business activity can disturb her health 
6 4 To improve the economic status of the whole family
BH1 Less than a day
(<7)
Give a chance to his wife to develop her business 
2 Less than a day
(<7)
Give a chance to his wife to develop her business 
3 7 As  a way to feed the family
4 Not sure  The income from his wife can be used to cover family
needs
5 Less than a day
(<6)
To feed the family
6 7 To give additional income to the family
7 N/A N/A
8 5 To have better activity rather than do nothing 
               Source: Data from field work, 2000. 
According to the findings, a number of husbands think that women have more
time, and therefore they want to see their wives contribute to easing the economic
burden on the family by spending time on generating income. This finding is in line with 
the role of husbands culturally, legally, and religiously in Indonesia, especially in 
Central Java where the husbands’ main obligation is to provide the family’s needs such 
as food, shelter, cloth, education etc. The role of husbands and wives within the family
and the consequences from such a division will be described in more detail in other 
sections of this study. It is interesting, however, that the priorities related to raising 
182children do not come into consideration (see Table 6.10) as far as husbands are 
concerned.
(6) Husbands involvement/participation in the wives’ projects 
The husbands had been asked to explain any participation they have in the wives’ 
projects, including activities such as planning, implementation, evaluation and 
management. The answers of husbands can be seen in the Table 6.11. 
Table 6.11: Husband participation in the wives’ projects 
Level Cilacap Purbalingga Brebes Total (%)
Planning 4 1 2 7 (29.2)
Implementation 3 1 1 5 (20.8)
Evaluation 0 2 1 3 (12.5)
Management 0 0 4 4 (16.7)
All 2 0 0 2 (8.3)
N/A 1 2 0 3 (12.5)
Total respondents  10 6 8 24 (100) 
          Source: Data from field work, 2000. 
The highest husbands’ involvement (29.2 %) is in planning the projects. This 
may be considered in a positive as well as negative way. The negative interpretation is 
that husbands underestimate wives’ capabilities to set up the business. This may be 
supported by the finding that most husbands (68%) expect their wives to learn 
something (see Table 6.8) and also another factor is that women have lower educational 
level compared to men (see Figure 5.8). Unless and until wives can demonstrate that 
their activities lead to significant financial contribution to the families or at least wives 
can have similar or better educational level to their husbands, there will be possibilities 
to underestimate wives. Meanwhile it can be said as a positive observation that husbands 
and wives are a unity, in that whatever concerns one will usually concern the other. In 
this regard, the husbands do not want to see their wives fail in running their business, 
that is why husbands are involved in the early stage of the projects (planning stage) 
funded by credit schemes.
On a positive note, the second largest way of husbands’ involvement (20%) is at 
the implementation stage which means that both spouses work together towards 
improving the wellbeing of their household. 
183(7) Husbands’ recommendations for the schemes
Table 6.12 shows the husbands’ recommendations for the schemes after they had 
been asked an open-ended question. The husbands were generally supportive of the 
schemes but also felt that they could be made better. 
Table 6.12: Husbands’ recommendations for the schemes
Classification Code Recommendation(s)
A C I Mc P Pc S N/A Ma
CH1 -Be careful to return the loan because 
the money belongs to the government
--- V --- --
2 -Don’t stop the schemes
-Period of loan should be shortened 
-X- - X - -- V
3 -Agree with two schemes because they
help to meet the family’s needs 
- V ----- --
4 -Simplify the procedure - - - - - V - - -
5 -Keep going with the schemes in order 
to ease family burden 
- V ----- --
6 -The circle of the loan too long  - - - - V - - - -
7 -Keep going with the two schemes,
particularly increase the amount of loan 
- V ----- --
8 -Amount of loan should be added to 
achieve better result for living 
V - ----- --
9 -Period of loan should be shortened 
-Amount of loan should be increased
X-- - X - -- V
10 -Report and inform everything about the
schemes in the correct way
-Implement the schemes and project 
accordingly to avoid a default loan
- - ---V -- -
P H 1 - K e e p  g o i n g  w i t h  t h e  s c h e m e s - V ----- --
2 -Increase the amount of loan 
-Kader (group leader) should be given 
salary
X - ----X -V
3 -The amount of loan is too small
-The management is too complicated, it 
will be better if the borrower only
contacts one office 
X - ---X- -V
4 -The schemes can run smoothly - V ----- --
5 N / A - - ----- V -
6 K e e p  g o i n g  w i t h  t h e  s c h e m e s - V ----- --
BH1 -Support his wife to run the business 
with honesty, diligently and high 
discipline, in order to develop a bigger 
business
--- V - - -- -
2 -Support his wife to run the business 
with honesty, diligently and high 
discipline. Only with these features, the 
small business will become bigger 
--- V - - -- -
184Code Recommendation(s) Classification
3 -Keep going with the schemes as they
can expand the business, therefore lead 
to better life 
- V ----- --
4 -Keep going with the schemes in order 
to expand the economic activity, and 
lead to family wellbeing 
- V ----- --
5 -Implement the business completely - V ----- --
6 -Increase the amount of loan for 
additional capital 
V - ----- --
7 -Continue the schemes
-Don’t take an interest so high 
-X X ---- -V
8 -The schemes to be given only to
people who really need them (note: the 
poorest)
-The credit scheme to be given to the 
people who can return the money on 
time
-The credit scheme to be given to the 
people who want to run the business 
(not for consumption)
-Increase the amount of loan from
Rp.300.000 to Rp.500.000, 
Rp.1.000.000 or more (3 times more)
with certain requirements such as repay
the loan on time.
X - ---X -- V
 T  o  t  a  l  2
(6 )
9
(11)
0
(1)
31
(3)
2
(4)
0
(1)
16
Source: Data from field work, 2000. 
Note:
A = Amount of Loan                 Pc  = Procedure of Loan      Mc = Moral Concerns
C = Continuity of Loan             S    = Salary of Staffs            P   = Period of Loan
I = Interest of Loan                   N/A = Not Answered            Ma = Mixed answer 
( )   or X = more than 1 answer – not to be counted
The highest number of recommendations (9) by husbands refers to their 
continuation. This is followed by moral concerns (6), eg for the poorest people in the 
society. Overall it can be said that husbands have a high expectation and hope for a 
better future, even though the schemes have not yet had a significant impact financially 
to either women or the family.
6.2. Institutional issues 
There are always people, organizations or institutions involved in a particular 
government initiative, and micro-credit is not the exception. The information from field 
185supervisors, who have direct contact with women, needs to be heared in order to get a 
more complete picture. As practitioners who are implementing the Indonesian 
Government’s schemes, their voice is significant in the evaluation process. Although it 
is acknowledged that their self-interest can also lead to biased information, this 
weakness can be eliminated in this case due to the fact that most of them come from the 
community where women are the target group. This presumably leads for their concerns 
to be directed more to schemes and therefore for better impacts for women.
This section describes the responses of field supervisors (18 females and 18 
males) to a list of questions given to them in relation to the operation of the two 
government schemes. All 22 questions were divided into two main sections i.e.:
1. perceptions and attitudes of staff regarding gender issues and
2. institutional constrains and opportunities to implement gender schemes.
The first section consisted of 5 questions, namely:
1. Do you think that women should have their own income?
2. Does the wife need consent from her husband to be involved in the schemes?
3. Who would be the main person responsible for household work?
4. Who would be responsible for providing the income?
5. Who should be responsible for looking after the children?
Although the five questions above are personal, they are important because they reflect 
the attitudes and perceptions of the field supervisors in responding to any problems
arising in their work place. The argument that ‘the personal is political’ is believed by 
most feminists, e.g. Sophie Watson (1992, 187). It argues that individuals are able to use 
their own judgement and make decisions independently of specific procedures. It is 
likely that they will rely on informal ‘norms’ based on shared meanings, understanding 
and values (Morgan, 1986), which are shaped by the structural context in which the 
organization exists. The field supervisors represent BKKBN’s department as one 
institution involved in the schemes, but when asked for assistance or advice, they will 
employ their own judgement and norms. Hence, understanding their attitudes is very 
important for the organization, functioning and outcomes of the government schemes.
186The second section consisted of 16 questions, namely:
1. List your responsibilities in relation to these existing schemes
2. Beside your responsibilities to these schemes, list your other regular
                responsibilities 
3.  What is the reward for your involvement in these schemes?
4.  How are you involved with the management of the schemes?
5.  What are the requirements to become field supervisor to manage the 
schemes?
6. Would your reputation (promotion) be affected by defaulted credit?
7. What issues do women most often discuss with you in relation to the 
schemes?
8.  How do women usually contact you?
9.  What kind of training do women need to achieve a better business?
10.  Do you try to help women in book keeping as mush as you can?
11. Who will be primarily responsible for defaulted credit?
12. What do you think about the size of the loan?
                  Did you ever report the loan size for adjustment in your evaluation?
13. Describe the process of becoming a group leader 
14. What are your main considerations to approve a woman to be a group leader?
15. What can universities do to assist the improvement of the schemes?
16. What are your main recommendations for the improvement of the schemes?
The field findings from the 22 questions above are presented in this section.
6.2.1. Perceptions and attitudes of female and male field supervisors regarding gender
          issues 
Understanding practitioners’ perceptions and attitudes regarding gender issues is 
important because they usually influence in how supervisors deal with a particular 
problematic situation, which needs their direct response. It may appear that some of this 
involvement is not professional, however it should be admitted that in any choice made
there are some ways in which always personal factors are involved (as argued by 
Watson, 1992).
(1) Perceptions of field supervisors on economic independence of wives 
When field supervisors were asked about wives’ economic independence, all 18 
female respondents (50 per cent of all supervisors) were of the opinion that wives have 
to have their own income. Males’ responses to this question are only slightly different 
(see Figure 6.7) ,  with 17 supervisors (47,2 per cent of all supervisors) agreeing to 
187wives having their own income. Only one male field supervisor was of the opinion that a 
wife should not be economically independent. He pointed out that caring for babies is 
more important than to go to work in order to earn money. In addition, all field 
supervisors agreed that wives’ economic independence is important to help husbands 
financially in providing the basic needs for the whole family.
Figure 6.7: Perception of field supervisors on women’s economic independence 
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                                                 Source: Data from field work, 2000. 
(2) Perceptions of field supervisors on husbands’ consent 
Regarding the husbands’ consent for their wives to be involved in these schemes,
there was not much difference in perception between female and male field supervisors 
(see Figure 6.8). Out of 38 supervisors, only 1 male supervisor did not provide 
comments on this issue. When I requested a clearer answer, he just smiled. Therefore I 
categorized his answer into N/A i.e. Not Answer category. This finding is consistent 
with the finding in Figure 6.7, where only one male field supervisor gave different 
answer by not agreeing (or al least did not give any comment) with the rest of the 
respondents.
188   Figure 6.8: Perception of field supervisors on wives’ involvement in the schemes
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(3) Perception of field supervisors on prime responsibility for household works 
There is a significant difference between female and male supervisors in their 
perceptions about domestic works and responsibilities between female and male
supervisors. It can be seen from Figure 6.9 that all 18 female supervisors (50 per cent of 
total supervisors) believed that both husbands and wives have similar responsibility 
towards household works. This opinion might be due to their own personal experience 
as female civil servants who have duties at the work place, as well as at home.
On the other hand, the majority of male supervisors (12 or 33.3 per cent of total 
supervisors) agreed that both husband and wife have the same responsibilities for 
household chores. Another 5 male supervisors (13.9 per cent of the total sample) were 
still persistent with the opinion that wives are primarily responsible for household 
works. Interestingly, one male respondent (2.8 per cent) mentioned that husbands have 
to be responsible for household chores. Further discussion of the changing role of 
women in terms of domestic responsibility from legal (state), cultural and religious 
points of view, is provided in Chapter 8. 
189Figure 6.9: Field supervisors’ perception on prime responsibility for household work 
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(4) Perception of field supervisors on prime responsibility for income provision 
The field supervisors were asked who should be primarily responsible for 
providing the income within the family.
Figure 6.10: Field supervisors’ perception on income responsibility 
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The findings show that there are some differences and similarities between 
female and male respondents (see Figure 6.10). The number of female respondents who 
190believe that husbands still need to be primarily responsible for income is doubled 
compared to males i.e. 41.7 and 25 per cent of all supervisors respectively. Also more
male respondents (9 or 25 per cent) believe in mutual responsibilities, compared to 
females (3 or 8.3 per cent). Interestingly but not unexpectedly, there was not a single 
respondent, female or male who believed that the wife should be primarily responsible 
for earning money.
(5) Perception of field supervisors on prime responsibility for looking after the children 
There is a similar pattern between female and male supervisors in the response to 
the question whether wives or husbands should be in charge of taking care of their 
children, i.e. 44.4 and 50 per cent respectively believed that both parents should share 
the responsibility (see Figure 6.11). However, a small number of males (2 or 5.6 per 
cent) still believes that only wives should be responsible for all the duties related to 
children, including whether children will be successful later on in their life or fail.
Figure 6.11: Field supervisors’ perception about responsibility to look after children 
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Overall, the data shows that an overwhelming majority of the field supervisors 
are of the opinion that family responsibilities should be shared between spouses. This 
appears to be a good starting point for the implementation of government schemes aimed
at redressing gender disbalances within society as well as alleviating poverty. 
1916.2.2. Institutional constrains and opportunities to implement the schemes
The following section reveals the findings on supervisors’ role in the schemes,
their response to any problems related to the schemes as well as on what their role is in 
the implementation the schemes. These findings are quite revealing in relation to the 
operation of the schemes and any potential for improvement of thier gender impact.
(1) Field supervisors’ responsibilities within the existing schemes
Table 6.13 below shows a list of field supervisors’ responsibilities regarding 
their involvement in the saving and credit schemes. The list was compiled from the 
responses received from all supervisors. 
Table 6.13: Field supervisors’ responsibilities within the schemes
-finding prospectus borrowers 
-assisting women to form the group 
-assisting women to chose group leaders 
-selecting women to join the group 
-approving women to join the schemes
-managing disbursement of the loans 
-collecting the payment when there is defaulted loan 
-assisting women to run the project 
-revising data within the group 
-assisting the group to improve its wellbeing 
-approaching informal/local leader to get moral support to
 run the government schemes
-making report of the schemes implementation
                             Source: Data from field work, 2000. 
From the list above, it can be seen that field supervisors have a range of responsibilities 
from formation until monitoring and evaluation of the schemes. Their fulfillment of
these obligations needs a long-term commitment as government officials, as well as on 
an individual basis.
(2) Field supervisors’ responsibilities outside the existing schemes
Besides their responsibilities related to the schemes, all field supervisors, as civil 
servants, also have other responsibilities as listed in Table 6.14 below. 
192Table 6.14: Field supervisors’ responsibilities outside the schemes
-finding new members of family planning programs;
-assisting inter-sectoral programs;
-assisting existing members of family planning; 
-collecting and evaluating statistical data;
-guiding family planning programs;
-assisting any government programs especially family
  planning; 
-assisting women involved in other government programs;
-assisting in village institution (capacity building); 
-family assistance including elderly, teenagers, and 
  children;
-assisting in Integrated Service Centre (Posyandu=Pos
  Pelayanan Terpadu), including service for health, baby rearing,
  Balita (Balita= baby under 5 years old) and family planning.
                          Source: Data from field work, 2000. 
Most of the field supervisors drawn in the two government schemes are actively 
involved with other programs focusing on the family, such as family planning or health. 
This allows them to have a good understanding of the problems faced by poor families
and have experience in working in the field. 
(3) Types and satisfaction with the reward from working for the schemes
As presented in Figure 6.12, the majority of field supervisors (33 respondents or 
91.6 per cent) said that they were more concerned about their reputation or promotion as 
their reward for working for the schemes rather than being interested in the financial
incentives. Only three participants stated that they received incentives for the sum of 
25% of the collected interest.
In the short term, good reputation might not have an immediate financial impact
for supervisors. In the long term, however, their accumulation of good performance or 
reputation will lead to promotion, hence will also leads to additional salary as well as 
better position.
193Figure 6.12: Field supervisors’ reward for being involved in the scheme
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                                     Source: Data from field work, 2000.
(4) The procedure used to establish the management of the schemes
All 36 field supervisors are civil servants and the field supervisors were 
appointed by their senior to run the saving and credit schemes. Three respondents 
emphasized their civil servant obligations by saying that: 
“It is OK to be appointed to assist women to run the schemes because 
involvement in these schemes is one of my obligations as a civil servant”.
 Their appointment can be understood into two meanings, positive and negative 
meaning. The positive meaning occurs for supervisors who are aware of their dedication 
and duties as civil servant to serve ordinary people. This ideology leads them to do as 
best as they can. While the negative attitude occurs when there is less service awareness 
among supervisors, which can lead to worse performance in assisting the women.
(5) Formal requirements to be involved as a supervisor of the schemes
As the two schemes are Indonesian government programs, all local supervisors 
are Indonesian civil servants. A number of them are from The National Board of the 
Family Planning Program (BKKBN), which delivers most government services to the 
poor. For their involvement in these schemes, however, the field supervisors (all 36 
respondents) stated that they were first trained by BKKBN, especially because they are 
at the front line of implementing the schemes. This training included economic, health, 
family planning and other necessarily activities.
194All this training results in more opportunities to become qualified supervisors. 
This qualification is very important as they are the ones who engage directly with the 
women in the field. A question that remain is on the available resources than can ease 
them to implement the schemes.
(6) Effect of defaulted loans on field supervisors’ reputation or promotion
When the field supervisors were asked about the effect of defaulted loans on 
their reputation, the following responses were received (see Figure 6.13). 
Figure 6.13: Effects of defaulted loans on field supervisors’ reputation 
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                                        Source: Data from field work, 2000. 
The majority of field supervisors (27 respondents or 75 per cent) said that there 
was no effect from defaulted loans on their reputation. This is because their obligations 
related to the saving and credit schemes are only part of many other obligations as listed 
in Table 6.13. Hence, their promotion or reputation is not only based on their 
achievements in these two schemes, but also on their fulfillment of other duties. In 
addition, the supervisors’ duties in relation to the schemes are broader than just 
collecting the loan payments (as seen in Table 6.13) and they could have had other 
positive impact on women in poor areas. 
However, 9 (or 25 per cent) out of the total 36 respondents still answered that 
there was an effect between defaulted loans and field supervisors’ promotion. These 
field supervisors were mainly from the most successful district (Brebes) and believed 
that if these two schemes were successful, they would get credit for their efforts in terms
of reputation. If their involvement with these schemes failed, they still can get credit in 
195terms of reputation from their other duties (see Table 6.14). Therefore, defaulted loans 
are seen to have little effect on staff’s reputations (only 25 per cent); even so it can be 
covered or compensated by their other duties as stated in Table 6.14.
(7) Common issues faced by women
With the view of continuity and improvement of the schemes, questions were 
asked to identify potential pitfalls and difficulties. The field findings show that, 
according to the field supervisors, there is a number of issues or problems faced by 
women- borrowers to run their projects. They are summarized in Table 6.15. 
Table 6.15: Common problems faced by women-borrowers
-small size of loan 
-lack of training 
-lack of marketing strategy 
-misuse of the loan for consumptive purposes 
                                  Source: Data from the field work, 2000. 
From table 6.15, it can be seen that women-borrowers mostly requested advice 
from their supervisors about small size of loans, lack of training, weakness in marketing
strategy and mistargeting of the loans. Acknowledging the problems faced by women, it 
seems that supervisors are aware of the real problems on the ground, however it is not 
clear whether they have ability to solve the problems, or at least they have the chance to 
inform about the factual problem their higher official for further response. 
From the interviews it became apparent that women expect more assistance from
their supervisors. This is reasonable because supervisors are the ones who have direct 
contact with the women, and it shows the important role of supervisors. 
(8) Communication between field supervisors and women
According to the field supervisors, no woman came to their offices to ask for 
assistance or service. This shows that women hesitate to contact or visit their supervisor 
even when they have problems as listed in Table 6.15. This situation also reflects the 
passiveness of the women-borrowers. This might be connected to the fact that they see 
their position as Javanese women from a lower social level and this results in them
196underestimating themselves. Their passiveness impacts on their response to the 
encountered problems which had often been inappropriate. Encouraging them to 
cultivate a positive change in their life is an important implication from the schemes,
even though this task might need years to be achieved. The lack of communication,
however, prevents the building up of confidence as well as important skills to deal with 
business and income generation. 
(9) Field supervisors’ perception of the importance to train women
I asked the field supervisors what type of training was necessarily for the 
women-borrowers. The reason behind this question was to understand the supervisors’ 
perception whether the training is necessarily or not. Besides, this was also a way to find 
out the judgement of staff on the capability of women to run their projects. The findings 
related to supervisors’ perception are presented in Figure 6.14. 
All the supervisors believed that women need training and need further 
assistance to run better projects. They also believed that marketing is the most needed 
training for women in order to allow them to have a more successful business. This was 
followed by training to set up a new business and training related to production. The 
respective figures are 47, 28 and 19 per cent.
Figure 6.14: Field supervisors’ perception about the type of training needed 
28%
47%
19%
6% Set up a new
project
Marketing
Production
Other
                                       Source: Data from field work, 2000. 
197These data show that marketing is a very important aspect of running a business 
with which many rural women (i.e. one in two) are not familiar. Setting up a new 
business is also a challenging task and a large proportion of women need assistance with 
ideas and skills related to this area. Marketing and establishing a new business combined
account for 75 per cent of the needed training. On the other hand, there was a much
smaller proportion of women-borrowers who needed assistance in production. This 
indicates that rural women in principle have some valuable skills and the help they need 
is related mainly to them adapting to a market economy. The two government schemes
ideally should aim at providing such assistance. 
(10) Field supervisors’ commitment to assist women in administrative procedure 
Although all field staff acknowledged that they always try to help women in any 
way they can, they have different reasons to do so. The range of reasons is listed in 
Table 6.16. 
Table 6.16: Field supervisors’ reasons to assist women in administrative procedures 
a. a number of  group leaders do not know how to do book 
keeping (administrative concern); 
b. to achieve a smooth administration;
c. a discipline in administration is very important and women do 
not have yet that capability; 
d. if there is no guide from the supervisor, there will be more
defaulted loans; 
e. guiding women is one of civil servants’ responsibilities; and 
f. to avoid mistakes done by women
                     Source: Data from field work, 2000. 
From the list above, only one reason is an expression of supervisors’ duties as 
civil servants (point e), most of the reasons (a, b, c, d, and f) reflect women’s weakness 
to engage in the schemes. This will help women in the short run to solve a particular 
problem, however in the long run such reasons do not lead to educating the women-
borrowers.
(11) Prime responsibility for defaulted loans 
The majority of the field supervisors (24 respondents or 66.7 per cent) believe 
that there should be shared responsibilities between the group leader and her group 
198members in the case of defaulted loans (see Figure 6.15). However, the supervisors also 
acknowledge that this would put more responsibility on the group leaders. According to 
the mechanism of operation of the schemes, the group leader is the only person who 
represents all other members within one group, including the signing of the schemes’
contracts for loans on their behalf. However, the figure also reveals that only 2 
respondents (6%) admitted the possibility of using formal and informal assistance to 
solve the problem.
Because of the practical difficulties to solve the problems related to the defaulted 
loans, it is necessary to change the existing mechanism from the current individual basis 
of responsibility and operation through the group leader to a shared basis as suggested 
by field supervisors. 
Figure 6.15: Field supervisors’ perception of the responsibility for defaulted loans 
66%
17%
6%
11% group leaders +
members
field supervisors
informal assistance
No answ er
                                Source: Data from field work, 2000. 
(12) Field supervisors’ perception of the size of loan 
All the 36 staff (100 per cent) said that the amount of loans is too small (see 
Figure 6.16). Even though 30 (83 per cent) of them have already reported to their higher 
officers at BKKBN about the insufficient size of the loans, there has not been a change 
of this since the schemes were first launched in 1995. The 6 other respondents (17 per 
cent) who never reported their feedback on the size of the loan, did so because they felt 
pessimistic about the possibility of increase.
The reaction of field supervisors to report the difficulties in relation to the small
size of loans and the need for the amounts to be increased ideally should be taken 
seriously and responded positively if the government wants to see better implementation
of the schemes.
199Figure 6.16: Field supervisors’ response on the small size of loan 
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                                             Source: Data from field work, 2000. 
(13) The procedure to become a group leader 
The field supervisors were asked about the procedure used to establish a group 
leader within a group. The majority of respondents (35 or 89.2 per cent) answered that 
the women became group leaders through appointment by field supervisors (see Figure 
6.17). According to supervisors only 1 woman (or 2,8 per cent) has demonstrated
initiative to become a group leader (I classified this one into the ‘consensus’ category). 
Figure 6.17: Procedure to become a group leader 
35
1
appointed
consencus
                                    Source: Data from field work, 2000. 
Women’s unwillingness to become group leaders affects their generally low 
performance to manage their groups including collecting their loans. The absence of 
financial incentive and the passive characters of Javanese women, especially from a 
200lower social level, to show their ability are possible reasons for this situation. It is 
however generally the case that the group leader to some extent has a better reputation 
compared to other women.
(14) Requirements to become a group leader 
Table 6.17 depicts the summary of findings about the considerations or 
requirements used to become a group leader as disclosed by field supervisors. All the 
supervisors (36 respondents) approved a woman to become a group leader if the woman
has better capability - compared with other women - to coordinate the prospective 
members within the group. In other words, the ability to manage the group is the first 
requirement to be a group leader. Out of 36 respondents, 24 agreed that women’s
willingness is a second consideration, followed by other requirements such as non-Pra 
KS, honesty and discipline (6, 6 and 3 respondents respectively). Interestingly, there was 
no single answer pointing at educational factor as one of the requirements (even though 
this question was open-ended). This indicates that in recognizing ability, the community
does not put too much attention on the educational background. Besides that most of the 
women involved in these schemes come from low educational background. From an 
economic point of view, however, the consideration of ‘non-Pra KS’ status might be due 
to the fact that the poorer among the other poor members have less opportunity to 
exercise their potential leadership as a group leader.
Table 6.17: Requirements to become a group leader 
Requirements Number of respondents 
Have ability to organize the group  36
Have a willingness to become a group 
leader
24
Non-Pra KS status  6
Honest (trusted women) 6
Discipline 3
                Source: Data from field work, 2000. 
201(15) Field supervisors’ expectation on the role of universities for the improvement of the
        schemes
Most field supervisors (33 respondents) believe that the schemes will result in 
better outcomes if universities engage in training, as well as play an important role for 
the schemes’ evaluation (see Table 6.18). In addition, 30 respondents are of the opinion 
that universities can be expected to assist in channeling the funding. Surprisingly, 
research conducted by university is the last thing that was needed for the improvement
of the schemes. This might be a result from the belief that research itself cannot directly 
solve the actual problems faced by field supervisors in their daily activities. 
Table 6.18: Field supervisors’ expectation for university involvement
University involvement Number of respondents 
Training 33
Research 12
Funding 30
Evaluation 33
Training + funding + evaluation  18
All 12
                     Source: Data from field work, 2000. 
(16) Field supervisors’ main recommendations for the improvement of the schemes
I put the question requesting recommendations for the improvement of the 
schemes last in my questionnaire, with the rationale that the respondents have a chance 
to remember and think of any shortcomings of the schemes while answering the other 
questions. Such recommendations are important in any future policy evaluation as they 
come directly from the practitioners. The range of their recommendations can be found 
in Table 6.19. 
Table 6.19 shows that the majority of field supervisors (20 staffs or 55.6 per 
cent) recommended advanced loans for women-borrowers when the women have 
already finished the last stage (stage 5) of the credit scheme. This recommendation is a 
positive signal for change in policy in relation to the schemes, especially the credit 
scheme (Kukesra). This most likely is due to the awareness of the field supervisors of 
the potential capability among women to run their advanced businesses. Interestingly, 
this majority of respondents did not mention a collateral for the advanced loan. Only 3 
202respondents (8.3 per cent) stated that they would agree to approve an advanced loan if 
there is a mechanism to do so and if there is collateral provided by the women-borrowers
as a precaution for a defaulted loan.
Table 6.19: Field supervisors’ main recommendations to the schemes
Recommendations Number of respondents 
Advanced loan for women who had already finished the 
final stage (stage 5) 
20
Marketing especially assisting women to sell their outputs
from their projects 
10
Advanced loan for women who had   already finished 
stage 5, if they provide collateral
3
Allocating financial incentive for the field supervisors to 
engage to the schemes
3
T  o  t  a  l  36
            Source: Data from field work, 2000. 
Ten or 27.7 per cent of supervisors recommended to provide marketing
assistance to women, so that they have capability to have and improve their economic
activities especially in adjusting the market.
Another recommendation proposed by some field supervisors (3 or 8.3 per cent) 
is to be given financial incentives for them. This recommendation is in line with the 
finding in Figure 6.12, where only 8 per cent of the respondents indicated the financial 
incentive as their reward, while the rest (92 per cent) considered the promotion as a 
stimulus to be active in these two schemes. With the recommendation of giving better 
financial incentive, the respondents (8.3 per cent) expect that they will perform better in 
assisting the women-borrowers.
A number of conclusions can be drawn from the institutional settings of
operating the schemes as summarized in the Table 6.20. From Table 6.20, it can be 
concluded that in terms of institutional issues, the perception and attitude among women
and men supervisors towards women’s involvement is micro-credit varies. Most male
and female supervisors have similar perceptions and attitudes to the issues of need for
equal economic independence, necessity of husband’s consent, equal sharing in 
household works, and equal sharing of looking after the children. Interestingly, female
supervisors responded differently to their male colleagues in terms of responsibility for 
income provision. All male supervisors believe that wives and husbands should share 
203income responsibility, while more female supervisors are still of the belief that husbands 
have to have more responsibility for earning money for household necessities.
Table 6.20: Summary on institutional issues 
Type No Issue (s)  Main finding (s) 
1 Perception on economic
independence of wives 
Most supervisors believe that women need 
economic independence 
2 Perception on husbands’ consent  Most supervisors believe that husbands’ 
consent is necessarily 
3 Perception on prime
responsibility for household 
works
Most supervisors believe that both parents 
should share household works 
4 Perception on prime
responsibility for income
provision
-All males supervisors believe that both 
parents should share income responsibility 
-While only 8.3 female supervisors believe that 
 income responsibility should be shared by 
both parents, many (41.7%) still believe that 
husbands are mainly responsible fo earning 
money.
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5 Perception on prime
responsibility for looking after 
the children 
Both parents should share responsibility for 
looking after the children 
1 Responsibilities within the 
existing schemes
The supervisors do most of the process to 
implement the schemes
2 Responsibilities outside the 
existing schemes
All supervisors are also involved with other 
non-income generating schemes
3 Types and satisfaction with the 
reward as supervisors 
Most supervisors are concerned more about 
their reputation as a reward rather than 
financial incentive 
4 The procedure used to involve 
the field supervisors in the 
management of the schemes
All supervisors were appointed by their senior 
officials
5 Formal requirements before 
becoming field supervisors of 
the schemes
All supervisors were trained by their institution 
(BKKBN)
6 Effect of defaulted loans on field 
supervisors’ reputation or 
promotion
-75% supervisors believe there is no impact of 
defaulted loans to their career, and
-25% supervisors from successful district 
believe that there is. 
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7 Common issues faced by 
women-borrowers
Women-borrowers mostly request advice about 
small size of loans, lack of training, weakness 
in marketing strategy and mistargeting of the 
loans
2048 Communication between field 
supervisors and women-
borrowers
All supervisors are more active to contact 
women as a way of communication process 
9 Field supervisors’ perception of 
the importance to train women
Marketing is the most needed training, 
followed by production skills 
10 Field supervisors’ commitment
to assist women in 
administrative procedure 
Most of supervisors believe that women-
borrowers lack administrative capabilities 
11 Prime responsibility for 
defaulted loans 
Most supervisors believe that shared 
responsibility between group leader and her 
members is better alternative 
12 Field supervisors’ response on 
the size of loans 
Most supervisors believe that loans are too 
small
13 The procedure to become a 
group leader 
Most group leaders are appointed by 
supervisors
14 Requirements to become a group 
leader
-Women’s better ability to manage the group 
and
-Their willingness to become group leaders 
15 Field supervisors’ expectation 
on the role of universities for the 
improvement of the schemes
University should engage to provide training 
and conduct evaluation
16 Field supervisors’ main
recommendations for the 
improvement of the schemes
-Most supervisors recommended advanced 
loans without collateral; 
-Further assistance to adapt to market
constrains; and
-Providing financial incentive to supervisors as 
  a stimulus for better performance
Source: Data from field work, 2000. 
 The table also shows that although supervisors have training before they become
involved in these schemes, they face constraints in terms of too many responsibilities 
within and outside the schemes, lack of rewards and the authoritarian process to become
field supervisors. The last point, however, can be seen as reasonable because their more
senior colleagues (who have appointed them) supposedly know better their capabilities 
to manage the schemes.
According to field supervisors, women-borrowers face difficulties to have 
fruitful projects through micro-credit because of certain difficulties such as small loans, 
market constrains, lack of ability to run the projects, and lack of administrative literacy. 
At the same time supervisors have tried to react to this by actively engage more in the 
communication process, be more active in appointing group leaders, despite the fact that 
these in the long term can potentially jeopardize women’s independence. There are 
205recommendations to advance the loans, assistance to adapt the market, divide shared 
responsibility among women-borrowers, additional rewards for supervisors in order to 
perform better, and university engagement in response to certain some such as provide 
training and conduct evaluation. 
6.3. Impacts of income generating schemes and voices of women
    Similarly to other countries’ efforts to reduce poverty, in 1995 the Indonesian 
Government has implemented income generating schemes (saving and micro-credit
schemes) through Takesra (saving scheme) and Kukesra (credit scheme). Evaluation and 
monitoring processes have also been put in place as part of the management process, 
including analysis of the number of absorbed savings, total loans, unrepaid loans and so 
on. In the indicators for evaluating the success of the schemes, however, there is no 
mentioning of the difference these schemes make to women’s lives. Is the on-time
repayment of a loan an indicator of improved financial status of a family or has the loan 
put even more burden in the poor women’s family duties? Are the schemes contributing 
to building family prosperity or are they bringing more hardship to women? The 
interview-based survey of Indonesian women who have joined the schemes conducted in 
the three districts of Central Java, ie. Brebes, Cilacap, and Purbalingga, in the second 
half of 2000 sheds some light onto these issues. The districts selected represented the 
most successful, average and worst districts in implementing the two schemes based on 
the above formal indicators. However, this does not necessarily mean that women’s
status and conditions have been affected in the same way. This section presents some of 
the findings from the field work, including:
1. The amount of financial benefit to women every month;
2. Access and benefit over resources; 
3. Women’s decision making in regard to the projects; 
4. Women’s decision making in regard to basic necessities; 
5. Women’s decision making in regard to family formation;
6. Women’s decision making in regard to social activity; 
7. Women’s responses to failed projects;
8. Women’s efforts to cover expenses. 
206(1) The amount of financial benefit to women every month
The majority of wives-borrowers who are mostly from poor families, has 
uncertain profit from the loans as stated in Figure 6.18. It can be seen that 47.3 percent 
of all respondents admit that they do not have a definite profit from their business 
activities. This uncertainty has become a big task for the positive outcomes from the 
schemes. Only 33.3 percent inform that their profits are from US$4 to US$34.5 per 
month or at the maximum of around US$1.1 per day. The remaining 18.6 percent of the 
borrowers have not been able to generate any profit at all. This finding is consistent with 
the other data on how women spend their loan (see Table 8.1), where only 30 percent of 
them stated that they spend the loans for productive purposes. In other words, the total 
percentage of loans used for consumptive purposes is the first (47.3 %) and third 
attributes (18.6 %) of Figure 6.18, ie. 65.9 percent. This is an overwhelmingly high 
percentage which means that only 1 of 3 loans has been used to successfully generate 
financial benefits. 
Figure 6.18: Profit from the loan activity 
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                                            Source: Data from field work, 2000. 
                                               Note: US$1 = 8,500 rupiah on May 2004.
(2) Access to and benefit from resources 
          Access to resources is defined broadly as ‘the opportunity to make use of 
something’ (Moffat et al, 1991, 28), while benefit is defined ‘…to be of advantage or 
profit to …’ (Simpson and Weiner, 1989, 112). 
207Table 6.21: Access to and benefit from resources 
Access Benefit Type of resources 
Husband
himself (%) 
Wife
herself
(%)
Together
(%)
Husband
only (%) 
Wife
only (%) 
Together
(%)
a House 52 (55.9)  12 (12.9)  29 (31.2)  - - 93 (100) 
b Food 34 (36.6)  13 (14)  46 (49.5)  - - 93 (100) 
c Clothes 34 (36.6)  11 (11.8)  48 (51.6)  - 7 (7.5)  86 (92.5) 
d Household tools  34 (36.6)  19 (20.4)  40 (43)  - 6 (6.5)  87 (93.5) 
Source: Data from field work, 2000. 
Table 6.20 shows that women and men have almost similar benefits from
resources, despite their unequal access to resources. Most of the benefits are generated 
and experienced jointly by the couple. Compared to men, however, women have less 
access to all resources including house, food, clothes and household tools. In 55.9 
percent of the cases, only the husbands have access to the house as a resource, compared
to 31.2 percent of joint access and 12.9 percent of access only for the women. Although 
in the remaining categories, more than 50 percent of the women have access to food, 
clothes and household goods independently or as part of the family, namely 63.5 
percent, in more than a third of the cases women have no access at all. These figures 
reflect that although men have more access to resources, both partners mostly share 
those resources. It means in some degree women get advantages, despite that this is still 
a reflection of the gender desegregation in the rural families.
One case from Brebes reveals that the wife’s parents gave the house to her, 
which led to the wife having a more important role in this family. The increased 
financial contribution of wives to their families and the consequently changing gender 
relations are described in Chapter 8. 
(3) Women’s decision making in regard to the projects 
Table 6.22 shows that wives were the dominant decision-maker in running the 
projects, with only small involvement from their husbands. Purchasing productive tools 
and selling the product are the two sectors where women have the highest decision 
making power (38.7% and 51.6% respectively). There is no more than 6 percent of 
husband’s involvement as the sole decision-maker in all those sectors. If spouses’ 
208involvement is considered along the three types of decision-making, namely as a sole 
and dominant decision-maker and by mutual agreement, the wives’ contribution is at 
58.1, 35.5 and 67.7 percent respectively for purchasing tools, investment and selling the 
product compared to only 24.2, 9.6 and 9.7 percent for the husbands. This indicates that 
wives take a higher level of responsibilities in the income generating projects. 
Unfortunately, the share of cases where women did not provide an answer to the 
question in relation to the decision making process, is quite high – 58.1 percent for 
investment, 2.9 percent for purchasing tools and 25.8 percent for selling the product. 
There are no indications, however, whether this high rate of non-response is due to a 
particular reason, which could have biased the responses in one way or another. In most
of the cases, women were reluctant to openly discuss matters, which were considered 
belonging to the realm of family privacy. The high percentage of non-answers is also 
related to the fact that in many cases the loans were used to cover immediate
consumption or living needs with nothing left for running a business. For example, in 
two cases in Cilacap the women stated that they have spent the loan for paying school 
fees, which was categorized into N/A. 
Table 6.22: Access to and benefit from resources 
No Productive
Factor (s) 
Husband
himself
Wife
herself
Dominated
husband
Dominated
wife
Mutual
decision
N/A
a Purchasing
productive tools 
6 (6.5)  36 (38.7)  6 (6.5)  3 (3.2)  15 (16.2)  27 (29) 
b Investment 3 (3.2)  18 (19.4)  3 (3.2)  12 (12.9)  3 (3.2)  54 (58.1) 
c Selling product  - 48 (51.6)  6 (6.5)  12 (12.9)  3 (3.2)  24 (25.8) 
Source: Data from field work, 2000. 
In some cases, children and other relatives can also play a major part in the 
decision making in relation to the loan. One wife in Cilacap prefers asking help from her 
children to run the project rather than from her husband. The reason might be her 
assumption that as her husband already worked outside the home, he was not interested 
in her small home based business. There is also a case in Purbalingga, where a woman-
borrower prefers to ask help from her children or relatives who are living in the same
house rather than from her husband, to serve the customers and run her small business at 
home (groceries stall or warung). This closeness between mother and children is also 
209evident in the fact that mothers have a higher role in educating their children as 
discussed in relation to Table 6.23. 
(4) Women’s decision-making in regard to basic necessities 
This question tries to reveal the pattern of decision-making in relation to 
providing the basic necessities for the household. Although it is acknowledged that this 
pattern is not mainly a result from running the schemes, it gives the illustration of the 
gender relations of the women who borrow the loans.
Table 6.23: Decision-making related to basic necessities 
No Basic necessity
(%)
Husband
himself
(%)
Wife
herself (%) 
Dominated
by husband 
(%)
Dominated
by wife (%)
Mutual
decision
(%)
a Food 9 (9.7)  42 (45.2)  - 18 (19.4)  24 (25.8) 
b House 30 (32.6)  12 (12.9)  6 (6.5)  12 (12.9)  33 (35.5) 
c Clothes 12 (12.9)  24 (25.8)  - 12 (12.9)  42 (45.2) 
d Educational
expenses
12 (12.9)  3 (3.2)  15 (16.1)  6 (6.5)  39 (41.9) 
e Household tools  - 21 (22.6)  - 15 (16.1)  57 (61.3) 
f Health expenses  9 (9.7)  - 30 (32.3)  6 (6.5)  48 (51.6) 
Source: Data from field work, 2000. 
The data from Table 6.23 reveals an interesting pattern where the wife handles 
the cheapest basic necessity (food) whereas husbands handle the most expensive 
(house), ie. 45.2 and 32.6 percent for respectively. This reflects the fact that women are 
responsible for daily expenses, while men have more influence to decide the family
residence. The figures in Table 6.23 also show that women are more involved in 
decision-making in relation to clothing (25.8). It is not surprising therefore for the loans, 
which are relatively small, to be spent in the sectors with highest women involvement, ie 
food and clothes. Because of the poverty level, even buying a new cloth is still difficult 
for most women-borrowers. One woman from Purbalingga District gave her pessimistic
comment:
‘If I have a little bit more profit, I can buy a new cloth’.
This comment also reflects how small the majority of the profits are. 
One interview from the field reveals that a woman’s parents have more say in deciding 
any issue regarding the house because they actually provided their daughter with this 
210house. Consequently, their daughter is more dominant in other issues, such as family
formation. She states that: 
My husband always tries to handle things that do not involve expensive money such 
as paying present for friends’ or families’ wedding because my parents have 
supported me for the biggest expenses such as house and the furniture ( women 
borrower).
(5) Women’s decision making in regard to family formation
      Most decision making on the issues of family formation – as described in Table 
6.24 is made by mutual decision, except in the area of job division between boys and 
girls. Women-borrowers participate 100 percent in decision making in relation to the 
number of children in the family which is not an unexpected outcome but still very 
significant as to the basic women’s role in the family unit. 
Table 6.24: Decision making in relation to family formation
No Family Formation Husband
himself (%)
Wife
herself (%) 
Dominated
by husband 
(%)
Dominated
by wife 
(%)
Mutual
decision
(%)
a Number of children  - 9 (9.7)  9 (9.7)  15 (16.1)  60 (64.5) 
b Job description
between son and 
daughter
12 (12.9)  42 (45.2)  3 (3.2)  6 (6.5)  30 (32.3) 
c Education 3 (3.2)  24 (25.8)  9 (9.7)  - 57 (61.3) 
Source: Data from field work, 2000. 
            The data from the field as shown in Table 6.24 reveals interesting information
in relation to women’s participation in decision making about children’s education and 
household responsibilities between sons and daughters. In 45.2 percent of the cases 
women are solely responsible for the division of household chores and in 87.1 percent 
participate in the decision making. This compares well with the respective figures of 
12.9 percent and 54.8 percent for men. It also means that women bare heavier burden 
as far as household duties are concerned. The situation with education is to a certain 
extent similar with women being solely responsible in 25.8 percent of the cases and 
participating in 96.8 percent, compared to the respective 3.2 percent and 74.2 percent 
211for men. This however also means that mothers have a higher potential to influence the 
education of their children compared with the fathers. 
(6) Women’s decision making in regard to social activity 
         Arisan (or rotating savings scheme – see detailed in Chapter 5.3.4 on Basic 
economic unit in rural areas) and pengajian (religious meetings) are two well-known 
social activities that dominate women’s life in rural areas. Table 6.24 shows that both 
husbands and wives are involved in social activities, but in different types of activities. 
Wives tend to joint into arisan and pengajian, 41.9 and 54.8 percent respectively, while 
men are more involved in sambatan
1 (41.9%) and village meetings (51.6%). Both men
and women are socially integrated into their neighborhoods, although men have more
interest and influence in public life while women in the domestic (private) domain. Their 
two social activities give more opportunities to women to be mobile without their 
husbands’ companionships. This low restriction was supported by the existence of 
women social organizations, such as PKK and Dharma Wanita (see Chapter 5.3 on 
‘Rural society in Indonesia’), which allows women to explore themselves. These 
opportunities, however, sometimes cannot be used by women optimally because of the 
lack of financial conditions to be mobile.
Women’s motifs and how well they utilize the arisan also vary. Some women use 
arisan as a way of survival, but others join because the neighbors expect them to join. If 
a woman does not join, she will be called ‘tidak lumrah’ (abnormal woman) and this is 
perceived as an unacceptable behavior. Usually women join more than one arisan
because arisans occur at all structural levels and social organizations.
1 Sambatan = mutual help without payment. For detailed see Chapter 5.3.2 on 
‘Characteristics
   of rural society’ under sub section ‘gotong-royong’.
212Table 6.25: Decision making for social activities 
No Social activity Husband
himself (%)
Wife
herself (%) 
Dominated
by husband 
(%)
Dominated
by wife 
(%)
Mutual
decision
(%)
a Wedding:
i. The funding 
   sources 
ii. The people’s
    attendance 
6 (6.5) 
3 (3.2) 
15 (16.1) 
21 (22.6) 
12 (12.9) 
3 (3.2) 
6 (6.5) 
-
54 (58.1) 
66 (71) 
b Funeral 6 (6.5)  15 (16.1)  27 (29)  - 45 (48.4) 
c Participation in
revolving fund 
(arisan)
9 (9.7)  39 (41.9)  6 (6.5)  12 (12.9)  27 (29) 
d Village meeting 48 (51.6)  9 (9.7)  27 (29)  - 9 (9.7) 
e Religious meeting
(pengajian)
- 51 (54.8)  21 (22.6)  - 21 (22.6) 
f Participation in
gotong royong
(sambatan)
39 (41.9)  9 (9.7)  24 (25.8)  - 21 (22.6) 
Source: Data from field work, 2000. 
        In one case in Purbalingga, the wife comes from a middle class family and is the 
main breadwinner by running a small shop. She has low education and rarely goes to 
social meetings and has also surrendered her children’s education to her husband as she 
believes that her husband as a professional teacher has more knowledge than her.
Although the wife is economically more secure, she lacks the confidence and has 
not benefited socially from the loans scheme. From the 9 (or 9.7 percent of) husbands 
who have joined the revolving fund (arisan), three admit that they have done so after 
having the consent from their wives. This situation is in line with the Javanese tradition 
where husbands are supposed to hand over all income to their wives. Therefore any 
additional expenses for a non-basic necessity – such as arisan – need to have the consent 
of the wife, hence, women in such households have traditionally had power in the 
economic decision making.
213(7) Women’s responses to failed projects
Figure 6.19 depicts that the majority of women (83.9%) will try again to pursue a 
project even if their previous projects failed: 35.5 percent will do the same projects and 
48.4 percent will try different ones. The remaining 16.1 percent did not give any clear 
answer. A total of the first two figures (83.9%) reflects the reality that wives are 
responsible for general household necessities. They will do whatever they can to meet
the basic family’s necessities. This cultural practice and its statutory status will be 
described in Chapter 8 particularly in relation to the role of the head of household.
Figure 6.19: Women’s response to failed projects 
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(8) Women’s efforts to cover expenses 
Figure 6.20 shows how women meet their family’s needs. Although the majority
of women (61.3 %) meet the basic needs by shortening expenses, a question remains
whether this leads to malnutrition or whether their children can continue their studies. 
Only 22.6 percent use saving and credit to find a solution. It seems that loans have not 
much future for covering expenses. This might be due to the small amount of the loans. 
A small number of women (14%) are supported by their families because it is highly 
214likely that those women also come from poor families, who are usually caught in similar
financial straits.
Figure 6.20: Wives’ effort to cover expenses 
61.3
14
22.6
2.1
0
10
20
30
40
50
60
70
shortened
the
expenses
family
support
borrowing
the money
others
Attribute (s)
P
e
r
c
e
n
t
a
g
e
 
(
s
)
                                           Source: data from field work, 2000.
In conclusion, most of the above findings about the impacts of schemes on 
women are summarized in Table 6.26. This table shows that there are only two positive 
impacts to women, ie. they have more control on how to use the loans and their positive 
response to the failed projects. Unfortunately, the loans gave negative impacts in terms
of no definite profit, diversion the loans for consumptive expenses, and being less of an 
economic solution. These negative impacts might be related to the various backgrounds 
of women, such as their limitation to purchase more expensive necessities and more
responsibilities within the household chores. The latter as a reality is supported by the 
ideal perception which reveals (see Figure 6.9) that both women and men should share 
household responsibilities. 
Although the fieldwork that I conducted in the three districts in Central Java did 
not show any evidence of government corruption in awarding the loans, the secondary 
data reveal a different situation. According to Sri Herawati – the head of BKKBN in 
Gunung Kidul district of Central Java – the sum of 472 million rupiah was used by the 
215organizers to run the schemes (Bernas, 2001). This large amount indicates that there was 
corruption among the government officials who run the schemes.
Table 6.26: Summary of the schemes’ impacts on women-borrowers
No. Topic Reasons
1 financial benefits  most respondents have no definite profits 
2 access and benefit 
over resources 
although most women have less access to resources, 
both partners share the resources 
most women run the loans by themselves 3 decision making for 
business -the loans are too small for being appreciated for 
running the business 
-more than a half of respondents did not provide an 
answer due to the possible reason that they have 
spent the loan for immediate living needs 
4 women's decision
making in regard to 
basic necessities 
women dominate in cheaper expenses, while men
dominate in more expensive expenses 
women have more influence in deciding the number
of children 
5 women’s decision
making in regard to 
family formation
women more responsibilities for household cores 
6 women’s decision
making in regards to 
social activity 
the existing social structure has already 
accommodated women and allows them to explore 
themselves
7 women’s responses
to failed projects 
the majority will try again with better projects
8 women’s effort to 
cover expenses 
only 22.6% are willing to use loans as a solution of 
women economical hardship
   Source: Data from field work, 2000. 
This chapter revealed a range of outcomes and issues associated with the two 
Indonesian micro-credit schemes. Such schemes have been run in a number of 
developing countries. The chapter to follow (Chapter 7) discusses what is the notion of 
best practices in providing micro-credit and presents examples from several parts of the 
world, namely Bangladesh, India, Malaysia, China and Indonesia itself. Exploring best 
practice examples is important to trace lessons that can be drawn from them and bring 
some recommendations as to how the two government schemes (Takesra and Kukesra) 
can be improved in order to achieve the aims of poverty reduction and women
empowerment.
216CHAPTER 7 
BEST PRACTICE EXAMPLES
Poverty and gender inequality are major challenges for the humanity. According 
to the Human Development Report 1997 (UNESCO, Undated), a quarter of the world's
population remains in severe poverty, despite the major advances in reducing poverty 
made during the 20
th century. At the same time, social inequality, marginalization and 
(gender) discrimination still exclude many people from full participation in economic,
political and cultural life. While poverty and gender inequality represent common
problems to policy makers in both poor and rich countries, new initiatives have been 
developed to combat these problems. These initiatives referred to as "Best Practices" 
aim at demonstrating projects and policies that have worked (UNESCO, Undated).
This chapter deals with the notion of best practices and examines examples of 
best practices in the area of micro-credit from various countries such as India, 
Bangladesh, Malaysia, China and Indonesia itself. The aim of choosing these examples
is to identify specific lessons that can be learnt to enrich the options for improving the 
Indonesian Government Schemes discussed in the following chapter (Chapter 8). Within
this context, these examples describe the background, objectives, characteristics, 
mechanism, impacts, constrains and lessons learned from each scheme.
2177.1. Best practices 
The importance of best practices is in popularising examples of projects and 
schemes that have been successful in achieving their objectives. The last century’s fast 
advance of communication technologies is facilitating the access to the richness of 
experience and lessons via the so-called databases which are often available on-line. The 
idea of database on best practices is based on the observation on case histories that are 
carefully documented. These case histories can provide excellent guidelines for policy 
making and planning of new projects. The goal of a database on best practices is to 
present and promote creative, successful and sustainable solutions to social problems
including poverty and gender inequality. These solutions are important to build a bridge 
between existing empirical problems, research and policy.
Best practices, in most databases, are model projects or policies aimed at 
improving the quality of life of individuals or groups suffering from poverty or (gender) 
discrimination. They are typically based on the cooperation and partnerships between 
national or local authorities, non-governmental organizations (NGOs) and local 
communities, the private sector, and academic communities. They include a variety of 
activities in all parts of the world. Of a specific interest for this study are best practices 
that facilitate economic development and in particular projects and policies related to 
micro-credit. The poorer countries do require financial assistance in order to improve the 
economic conditions of their people. Best practice would be for lenders to provide 
finance for ‘socially responsible projects, with sustainable lending terms’ (Giuseppi, 
2001, 106). 
Despite worldwide attempts to improve the quality of life, poverty still exists 
because of global power inequalities (global structural inequalities) (Enterweb, 
Undated). In order to combat this, a new emphasis now is given to micro-enterprises,
self-employment activities and household enterprises, all considered as essential actors 
for achieving social and economic development in developed and developing countries. 
Micro-credit has become very fashionable and is attracting more institutions for its 
provision. One of the reasons, according to Graziosi (2003), is because of the 
involvement of the World Bank to promote best practice. He states that, ‘… the current 
218wave of micro-finance has been an invention of those people working under new vision 
of the World Bank’s bosses. Since then we can count dozens of websites on micro-
finance and every finance provider has its own best practice guidelines’ Graziose, 2003). 
Every finance provider has its own indicators to distinguish “best practice”. Micro-
finance providers in the Middle East and North Africa, for example, use four principles 
to distinguish successful micro-finance institutions as their best practice, ie: 
1. covering  cost;
2. avoiding  subsidies;
3. service delivery; and 
4. maintaining a clear focus (Brandsma and Chaouali, Undated, 9). 
Different principles proposed as listed in Table 7.1 provide information on 
websites and institutions engaged in micro-finance, in general and micro-credit in 
particular. The list rates the available electronic resources following individual reviews 
of the sites according to depth of the content (Enterweb, Undated).
A 5-star rating system is used by Enterweb which reflects the usefulness of the 
sites, including design, ease of navigation and speed of loading. The list includes 62 
entries, which is indicative of the importance of micro-finance regime within the global 
economy. Micro-credit and micro-finance practices are divided into six categories as 
listed below: 
1. No star = average (2 or 3% of all sites); 
2. = Fair (4 or 6% of all sites); 
3. = Good (22 or 35% of all sites); 
4. = Very good (25 or 40% of all sites); 
5. = Excellent (7 or 11% of all sites); 
6. = Outstanding (2 or 3% of all sites). 
Although not all sites have achieved high ranking, they represent an extremely useful 
tool to explore the potential options, policies, initiatives and mechanisms established 
around the world to facilitate micro-finance.
219Table 7.1: Sites of micro-finance
No. Sites
1.
2.
3.
4.
5.
6.
7.
8.
9.
10.
11.
12.
13.
14.
15.
16.
17.
18.
19.
20.
21.
22.
23.
24.
25.
26.
27.
28.
29.
30.
31.
The Microfinance Gateway  (http://www.microfinancegateway.org/)
The Virtual Library on Microcredit  (http://www.gdrc.org/icm/)
Eldis Microcredit Guide  (http://nt1.ids.ac.uk/eldis/fin/micro.htm)
CGAP  (http://www.cgap.org/)
ADB's Microfinance Development Strategy
(http://www.adb.org/Documents/Policies/Microfinance/default.asp)
USAID Microenterprise Innovation Project
(http://www.usaidmicro.org/default.asp)
World Bank Rural Microfinance & Small Enterprise Development
(http://wbln0018.worldbank.org/networks/fpsi/rmfsme.nsf/)
Microcredit Summit   (http://www.microcreditsummit.org/)
Finance and Development Research Programme
(http://www.devinit.org/findev/)
ILO's Social Finance Unit
(http://www.ilo.org/public/english/employment/finance/index.htm)
MicroSave-Africa  (http://www.microsave-africa.com/home.asp?ID=15)
SEEP Network  (http://www.seepnetwork.org/)
World Bank Sustainable Banking With The Poor
(http://www-esd.worldbank.org/html/esd/agr/sbp/)
Planet Finance  (http://www.planetbank.org/en/index.htm)
Développement international Desjardins (DID)
(http://www.did.qc.ca/Ang/default.html)
IDB's Rural Financial Strategy
(http://www.iadb.org/sds/MIC/publication/publication_409_174_e.htm)
OSU Rural Finance Program  (http://www-agecon.ag.ohio-
state.edu/ruralfinance/)
Pôle microfinancement  (http://www.cirad.fr/erreur_404.html)
Special Unit for Microfinance (UNDP/UNCDF)  (http://www.undp.org/sum/)
Imp-Act  (http://www.imp-act.org/)
MYRADA  (http://www.myrada.org/)
The Official Grameen Bank Website
(http://www.citechco.net/grameen/index.html)
Microfinance and Anti-Poverty Strategies
(http://www.undp.org/uncdf/pubs/mf/mf-contents.htm)
Advancing Microfinance in Rural West Africa
(http://www.weidemann.org/bamako/)
The People's Fund  (http://www.peoplesfund.com./)
FINCA International Village Banking  (http://www.villagebanking.org/)
Micro Credit in Transitional Economies  (http://www1.oecd.org/error.htm)
Brasilia-DC Partners of the Americas  (http://webwrite.com)
MicroFinance Network  (http://www.bellanet.org/partners/mfn/)
Microcredit / Microenterprise Resources  (http://search.mccombs.utexas.edu/)
ACCION International  (http://www.accion.org/default.asp)
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33.
34.
35.
36.
37.
38.
39.
40.
41.
42.
43.
44.
45.
46.
47.
48.
50.
51.
52.
53.
54.
55.
56.
57.
58.
59.
60.
61.
62.
63.
Calmeadow  (http://www.calmeadow.com/
Banking With The Poor  (http://www.bwtp.org/)
Microfinance and Rural Finance  (http://www.microfinance.com/)
Post-conflict Microfinance Project  (http://www.postconflictmicrofinance.org/)
Women's World Banking  (http://www.swwb.org/)
CIDA's Microfinance & Microenterprise Development  (http://www.acdi-
cida.gc.ca/microcredit)
The Power of Small Change (http://examiner.com/990502/)
Epargne Sans Frontière  (http://www.esf.asso.fr/)
Laval University's Chair in International Development
(http://alpha.eru.ulaval.ca/cdi/)
Microenterprise Online Resource  (http://www.nissi.org/main_mor.htm)
Microfinance in Nepal  (http://www.cmfnepal.org/)
The MicroBanking Bulletin  (http://www.microbanking-mbb.org/)
IFAD's Office of Evaluation and Studies
(http://www.ifad.org/evaluation/index.htm)
Rural Finance in FAO
(http://www.fao.org/WAICENT/FaoInfo/Agricult/AGS/AGSM/RURALFIN.HTM
)
Livelihoods, Savings and Debt
(http://www.sls.wau.nl/law/livelihoodsavingsdebt
Finance and Development Research Programme
(http://www.devinit.org/findev/index.html)
PAMEF  (http://www.pamef.org/)
CCIC Learning Circle on Micro-Enterprise Development
(http://fly.web.net/ccic/devpolicy.htm)
Grameen Bank   (http://www.rdc.com.au/grameen/home.html)
OneWorld Online : Microfinance 
(http://www.oneworld.org/news/world/microfinance.html)
DEVCAP globally responsible investments  (http://devcap.org/)
ADA & CEREX-LUX   (http://adaceremlux.pt.lu/)
Horizon Local  (http://www.globenet.org/horizon-local/index.php3)
UNESCO's MicroFinance Unit (MFU)
(http://www.unesco.org/drg/mfu/index.htm)
University of Cologne's AEF  (http://www.uni-koeln.de/ew-fak/aef/index.htm)
Gender & Microfinance: Guidelines for Good Practice 
(http://www.bath.ac.uk/~hsssaj/)
Intermediate Technology Alternative Finance
(http://www.alternative-finance.org.uk/en/)
Microfinance systems  (http://www.verkoyen.org/mfsoftw.html)
Tanzania Microfinance Policy  (http://www.tzonline.org/)
Estrellamar Microcredit and ATM system (http://www.estrellamar.com/)
ADF Microfinance Initiative for Africa (AMINA)
(http://www.afdb.org/about/amina-overview.html).
Source: Enterweb, Undated. 
221All sites included in Table 7.1 contain valuable information on best practices 
with examples of schemes that are actively in operation and are sources of micro-credit.
The rest of this chapter deals with six such best practices, namely the Grameen Bank in 
Bangladesh, India’s Self-Employed Women’s Association, China’s Leading Group for 
Poverty Reduction and Indonesia’s Kredit Usaha Mandiri and Syariah People’s Credit 
Bank. These examples were selected on the basis of following reasons: 
1. They all operate in developing market economies;
2. They all aim at providing micro-credit to the poor; 
3. They all have been operating relatively successfully for a reasonable time; and 
4. They all have the potential to shed light as to what is feasible and to feed into 
policy recommendations to improve the operation of the two Indonesian 
Government Schemes (Takesra and Kukesra) under investigation. 
The six best practices examples are discussed individually using the following structure: 
1. Background for the establishment of the practice; 
2. Objectives of the micro-credit initiatives; 
3. Mechanisms for delivering of the micro-finances;
4. Impacts the practice has had; 
5. Constrains which have impeded its implementation and operation; and finally 
6. Lessons leant from the practice in relation to the studied schemes.
7.2. Bangladesh: Grameen Bank 
Background
The ‘Grameen Bank’ (GB) which in Bengali means ‘Rural Bank’ or ‘Village 
Bank’ is one of the great stories of hope to have emerged since 1977 from Chittagong in 
Bangladesh (Counts, 1996, 43-44). The founder, Mohammad Yunus, was to believe in 
the credit risk of the poorest in a community (see GB website: www.grameen-info.org).
Yunus sought out the impoverished in order to provide them with opportunities for 
income generation, and excluded the rich. The worse the financial straits a person was 
in, the more welcome she was in this bank (Counts, 1996). The majority of the bank’s 
customers are women. For those who have nothing, the offer of loan can return the trust 
222even if it is tiny by most standards. The loan is made to individuals in a peer community
group. This peer-group has the responsibility to ensure that the person granted with the 
loan repays it. The failure to do so precludes the other members who have not yet 
received a loan from obtaining one. Large evidence exists that this approach has resulted 
in an overwhelming majority of people (predominantly women) repaying their loans and 
achieving economic improvement.
The success of the GB is also evident due to massive replications of its model
around the world. This lead to the organization of two important summits on micro-
credit in Bangladesh, ie. the International Seminars on Micro-credit 1997 and 2003,  and 
the Asia Pacific Region Micro-credit Summit Meeting of Council in 2004. 
In combating poverty to achieve self-reliance, Yunus has used the bottom up 
approach rather than top down approach. He believes that Bangladeshi families should 
be self-reliant and that the work of the Grameen Bank can enhance self-reliance for 
Bangladeshi as a whole nation (Counts, 1996, 35). This did not, he emphasized, preclude 
the possibility of mutual beneficial trade. He uses micro-finance (saving and credit 
schemes) as a tool to combat poverty. In doing so Yunus believes that there are two 
pillars in the foundation of the Bank’s philosophy and strategy, ie. simplicity and 
sacrifice. Simplicity is convincing people, as Yunus trusts, that problems and their 
solutions are not inherently complex, but rather people make them become more
complex (Counts, 1996). As Yunus states: “If people in government became sincere 
about serving the country, these problem would clear up” (in Counts, 1996, 34). 
Sacrifice for Yunus means putting in long hours, finishing a job properly, encouraging 
competition among colleagues (in order to bring out the best in all of them), and making
do with a decent salary (Counts, 1996). He stresses the importance of leading by 
example and that the bank staffs are willing to sacrifice for the good of the bank before 
they ask the borrowers to do so for the good of their own families.
An important aspect of the success of the Grameen Bank is its organization and 
coordination of activities. The Bank’s structure consists of its branches, managers, and 
bank workers. One branch usually covers between 15 and 22 villages; GB has one 
branch manager and a number of bank workers (Siddiqui, 2001). According to Siddiqui 
(2000), both managers and the workers start by visiting villages and socializing 
223themselves with the local social environments – including local leaders – in which they 
will be operating. In the socialization process, they explain to the local community the 
Bank’s purpose, functions and operational system and identify the prospective clientele. 
Maintaining a close link with rural communities has been of paramount importance to 
the functioning of the micro-credit system.
Objectives
The objectives of the Grameen Bank are: 
- To extend the banking facilities to the poor men and women;
- To eliminate the exploitation from the money-lenders;
- To create opportunities for self employment for the vast unutilized and under utilized 
   manpower resources; 
- To bring the disadvantaged people within the framework of some organizational 
format
   which they can understand and operate and can find socio-political and economic
   strength through mutual support; 
- To reverse the age-old vicious circle of "low income, low savings, low investment"
into
   an expanding system of "low income, credit, investment, more income, more credit, 
   more investment, more income" (UNECSO, Undated-a). 
The objectives clearly identify the role of the Bank in contributing to poverty alleviation. 
Mechanism
The smallest unit of similar borrowers is called ‘group’, several groups are 
organized into ‘centres’ and are functionally connected to the local branch of the 
Grameen Bank (Siddiqui, 2001, 91). These groups usually are homogeneous such as 
‘cow groups’, ‘riskshaw groups’, ‘puffed rice groups’ and so on (Counts, 1996, 41). The 
peer pressure within the group is critical to the Bank’s success at achieving repayment
and being able to provide new loans (Siddiqui, 2001). The bank workers come and 
attend Centre meetings every week to make transactions. In the first stage, five 
prospective borrowers form one group but only two of them will be eligible for a loan 
224after all members pass of oral test (Counts, 1996, 86 and Siddiqui, 2001). The other 
members become eligible for a loan only when the first two members have begun to 
repay the principal plus the interest for a particular period (normally around six weeks). 
The ‘collective responsibility’ of the Group (and the broader Centre) serves as the group 
pressure to keep the individual repayments on time (Siddiqui, 2001, 91). According to 
Siddiqui, the spirit of collectivism also can be seen from the fact that the bank would 
lend to poor people on individual basis, but only after they had joined a group. 
Although loans are small, there is no standard on the smallest loan that can be 
given to the prospectus borrowers (Siddiqui, 2001). Basically, it depends on the oral 
proposal requested by the borrowers and supported by other members within one group 
(Counts, 1996; Wood et al, 1997). The smallest amount is about US$10, and about 95 
per cent of the loans are around US$160 (Siddiqui, 2001, 90). This amount – according 
to Siddiqui – is sufficient to finance the micro-enterprises.
     In summary, the Grameen Bank’s procedure has the following characteristics: 
- The poorest are targeted to become bank’s borrowers. For Grameen Bank, credit is not 
an exemption only for the ones who can provide collateral. It is a right of the poorest to
have access to credit. To join a group, a person’s household has to be “functionally 
landless”, which is defined as cultivating less than one kani of land. One kani, a 
common measure in Chittagong, amounts to four-tenths of an acre (Counts, 1996, 45). 
- Only borrowers that belong to a group are allowed to receive a loan
1.
- Since 1987 only women have preference to receive the loans, although initially (from
1977 to 1987) both men and women were combined in the same groups (Counts, 
1996). Women-borrowers proved to be more disciplined and resourceful – their 
payment came in more regularly and the profits they earned benefited the entire family.
Men, it was discovered, tended to spend their profits on themselves (Counts, 1996); 
-  No collateral is charged for taking loans; 
1 Only in the first months of 1977 loans were made individually available. This was then changed to the
  current system which provides exceptionally high repayment rates due to the peer pressure within the
  group. 
225- Loans are repaid on the weekly basis because such kind of repayment is more practical 
for borrowers as their business does not get return on the daily income (Counts, 1996, 
41)
2.
- Many women make payments on two or three different types of loans, each with its 
own separate passbook. In these passbooks all repayments and balancing are recorded. 
The passbooks, and hence types of loans, are:
1. Brown passbooks used for general loans (given off-farm enterprises such as 
livestock-raising, trading, and net-weaving) and newer seasonal loans (sanctioned for 
borrowers whose families are involved in agriculture, usually on a sharecropper 
basis). General loans are normally in the range of 5,000 to 6,000 taka (US$125 to 
US$150) for fifth- and sixth-time borrowers. Seasonal loans tend to be half that 
amount.
2. Covered pink passbooks signify housing loans given to borrowers who are able to 
demonstrate a strong need for a new house and a dependable income source capable 
of paying a loan back in weekly installments of at least 40 taka.
3. Blue and yellow passbooks used as savings for the center of individual groups. Each 
borrower in the center deposits 3 taka of savings per week, one taka into special 
savings fund, one taka into the children welfare fund, and one taka into the group 
fund (Counts, 1996, 72). 
-  Eligibility for a following loan depends on full repayment of the previous one. 
Otherwise other members from the group will also take a risk such as their proposal 
delayed, reduction in amount, or in extreme cases loans denied altogether (Counts, 
1996, 89). 
- Transaction is more transparent compared to conventional banks, hence enables group 
members to exercise peer pressure. Such kind of pressure also makes easier for bank 
staffs to maintain and supervise the borrowers (Counts, 1996; Siddiqui, 2001; Wood
et al, 1997). 
2 In the first months of 1977, when loans were made individually, shopkeeper at a central point in the
village collected installments.
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that Grameen Bank is much more ‘community-oriented than individual-oriented’ 
(Siddiqui, 2001, 91). In this model individuals have responsibility but only within the 
context of a community. Other members always keep their eyes on the ones who already 
have received loans for on-time repayment. To do so, other members sometimes even 
have to help to make the repayment.
To run the bank more efficiently, Grameen Bank has a unique system to respect 
the achievements of their staff, namely ‘five star branches’ (Yunus, 2002). As described 
by Yunus: 
‘Each staff wants to create his/her own five star branch. Under GGS 
a branch earns a color-coded star for one particular achievement. If a 
branch has 100 per cent repayment record it is awarded a star – a 
green star. Eligible staff of a star-winning branch can put on a badge 
displaying this star on his dress. If a branch earns profit, it is awarded 
a blue star. A branch having more in deposits than their outstanding 
loans, gets a violet star. If all the children of the borrowers are in 
school or completed as-least primary school, the branch gets a brown 
star. If all borrowers of a branch cross over the poverty line, the 
branch gets a red star…’ (2002). 
Yunus (2002) reports that Grameen staffs are proud of displaying their stars, as a symbol
of  their achievement to manage the loans, and they are not achieving the stars for any 
monetary benefits per se, but in the spirit of competition, to be ahead of their peers.
Impacts
In March 1993, an independent evaluation conducted by Professor David 
Gibbons of the impacts of Grameen’s lending program on its borrowers was completed
(in Counts, 1996). According to Gibbons, among women who had been borrowing from
Grameen for eight or more years, 46 percent had crossed above the poverty line and had 
accumulated enough assets to be unlikely to fall back below it. Another 34 percent were 
close to coming out of poverty. The remaining 20 percent remained slumped in extreme
poverty, however this was mostly due to a chronic illness of one or more family
members. When additional data from non-borrowers were included, the micro-credit’s
impacts were surprising. Among non-Grameen families, only 4 percent had come out of 
poverty over the same period of time (Counts, 1996, xiv).
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Throughout the journey of the Grameen Bank, there are three constraints, which 
have impeded its operations, ie simplicity poverty problem, community constraints and 
tension with Bangladesh Government. They are described as follow. 
1. The first constraint is simplicity poverty problem. For many years, one of the major
criticisms of Grameen was that credit was not to solve poverty and ease women’s
lives as Yunus believed it to be (Counts, 1996). His belief was that poverty was a 
multifaceted problem, but he did not believe that it necessarily needed a multifaceted
solution (Counts, 1996). However, the problem of poverty, critics argued, was 
complex and needed a solution that took into account not only its financial 
dimensions, but also things like ignorance, political powerlessness, and ill health 
(Counts, 1996, 318). The statistics on poverty reduction provide a mixed support to 
Yunus’ hypothesis. Although 54% of the borrowers were not able to break free of the 
poverty trap, the remaining 46% were able to achieve this which is 11.5 times more
than what would have happened without the simplicity poverty approach. Hence, 
although the approach does not work universally, its contribution to poverty reduction 
is impressive.
2. The second constraint is community attitudes. For example, on May 29, 1995 in 
Mushikandi, a village near the Zianpur bazaar (Counts, 1996, 342), the local leaders 
– mostly politicians but also a few religious leaders and money-lenders – convinced 
a large number of husbands of Grameen borrowers in the village to stop the 
repayment on their loans. Among the arguments the elders used was that Grameen
was un-Islamic and that protests would force the Bank to lower its interest rates
3. In 
reality, the elders were acting primarily in their own self-interest. As a few would 
admit later, disrupting the relationship between Grameen and its borrowers would 
revive the money-lending businesses and increase the number of destitute women
willing to be servants in their households. The Grameen Bank has to maintain close 
links with the communities where it operates to be able to preserve its reputation and 
expand its influence.
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and NGOs (one of which is the Grameen Bank) in terms of sharing power, resources, 
and accountability. Nobusue describes: 
‘Although is was said that NGOs are good, ODA
4 is bad, it is 
difficult to apply such idea to Bangladesh, especially since 1990 
because the government now has developed close relations with the 
NGO sector financially and carries out the same projects as NGOs. 
Therefore, separating the government from NGOs makes little sense’ 
(2002, 47). 
Hence, the government and the NGOs are perceived to be very similar. This leads to 
discussion within the NGOs, which also have been exposed to corruption. In some
cases, the Grameen Bank and some of its workers have deviated from its original 
objectives.
There have also been questions about NGOs’ accountability especially the 
ones that are involved with micro-credit regime. As a Non-Government
Organization, the GB does not fit within the characteristics of NGOs being non-for-
profit motivated and a voluntarily organization (Salmon and Anheier in Shigetomi,
2002). There has been a shift from non-profit organizations to business alike. For 
example, Nobusue (2002, 48) describes that young people are drawn to NGOs 
because of the perspectives for high salaries: 
… Bangladesh University graduates cannot find sufficient jobs in 
either the market or the government sector. Graduates without 
powerful connections can get a chance to become well-off only in 
the NGO sector. 
The high salaries and stable employment contribute to a larger gap between the 
GBs employees and their customers – the village poor. It contributes to the break of 
confidence and resentment towards advice or educational initiatives. The distrust in 
regards to micro-credit is reinforced by the fact that NGOs are more accountable to 
3 Islamic banks do not charge interest rates. They do, however generate profits through administration
fees, investments and related fee collection from sources such as rent.
4 ODA – Overseas Development Aid 
229mediators and financial providers than to the poor borrowers. Farrington and Bebbington 
describe:
‘Often, it appears that NGOs are more accountable to their donors 
and governments, that is, their paymasters, and less so to their clients 
and staff. Therefore, NGOs’ (especially GSOs’) claim to represent 
the poor is questionable because they often are not formally
accountable to nor composed of the poor’ (in Oliver, 1999, 132).
Notwithstanding these constraints, the Grameen Bank story is an example of best 
practices, which can provide valuable insights for the studied Indonesian schemes.
Lessons learned 
There are six lessons that can be drawn from the Grameen Bank model:
x First, Grameen Bank is the bank that goes to the clients. This practice is opposite to a 
conventional bank, in which clients go to the bank. The latter has also been the 
existing approach in the Indonesian schemes.
x Second, a spirit of communitarism enables the borrowers to exercise financial unity 
and at the same time makes it easier for field workers to manage the loans. Only by 
going to the people in the villages, are they capable to attain reliable results. Alone 
they would have not achieved the same outcomes. Although the Indonesian schemes
involve a group or community component, this is not extended to the financial 
disbursement of the loans which impacts on communitarian responsibility.
x Third, there should be a proper response to any community constraints, including 
ideology, religion or culture traits. It is important to be aware that the operation of 
the micro-credit is embedded within the versatile texture of any society, including 
Indonesian.
x Fourth, from the on-time repayment point of view, peer pressure is a substitute of
collateral prerequisites, therefore both have their own consequences if the loans 
become default. Although the Indonesian schemes also have peer pressure system, it 
does not work well as there is less consequences on defaulted loans.
x Fifth, a big challenge to the husbands of the women-borrowers is to convince that 
benefits from the micro-credit will be handled better by their wives and to the benefit
230of the entire family. The dilemmas posed by this lesson are described in more detail 
in the Chapter 8 and particularly in relation to the Gender and Development
approach. Resting the decision-making power with the women is crucial for the 
success of the schemes.
x Sixth, respect for the achievement of field staffs – such as applying ‘five star 
branches’ - will boost their energy to perform better in the future. Hence, it is very 
important to have highly motivated people operating the schemes.
x Seventh, a tension between government and non-government (including Grameen
Bank) should be solved accordingly; otherwise not only ordinary people (especially 
the poor) will become victims, but also to avoid overlapping roles between NGOs 
and government. This lesson is also useful for Indonesia because there is a 
significant growing number of NGOs which operate in micro-credit within the 
country.
7.3. India: Self-Employed Women’s Association Bank (SEWA) 
According to Misra (Undated), micro-finance in India has become a tool for 
poverty eradication. This tool became more significant after a new organization was 
formulated in response to the Micro-credit Summit in February 1997 in Washington,
namely India Collective for Micro-Finance (ICMF). One of ICMF’s objectives is 
dissemination of the best practice of micro-finance and India’s Self-Employed Women’s
Association (SEWA) is such a provider. The United Nations Report on Micro-credit 
states the Self-Employed Women's Association Bank of India ‘as making good progress’ 
(UN, 1997, 21). This is one of the reasons for choosing SEWA as an example of best 
practice in this chapter.
Background
The meaning of Self-Employed Women’s Association (‘SEWA’) in Gujarati and 
Hindi is ‘assistance or duty’ (Srinivas, 1997, 3). It was founded by Ela Bhatt, established 
in Ahmedabad (India) in December 1971 and registered as a trade union in April 1972. 
In 1974, 4,000 self-employed women established the SEWA Bank as a cooperative 
bank.
231A specific objective of SEWA Bank is to provide credit to self-employed women
with the view to empower them and reduce their dependence on money-sharks. The self-
employed women are the bank's shareholders who meet every year. There have regular 
elections for positions on the Board or Director who sets the policies of the bank and 
sanctions all loans. The bank is professionally running by qualified managers hired by 
the Board and its operations are supervised by the Reserve Bank of India.
Between 1974 and 1977, the SEWA Bank concentrated on attracting deposits 
from self-employed women and served as an intermediary to enable depositors to obtain 
loans from nationalized banks which are required to lend to the poor. During this period, 
about 6,000 members received nearly Rs
6 2,500,000 in credit. Initially, the nationalized 
banks charged from 9 to 16 per cent interest for a repayment schedule with 36 monthly
installments, but they reduced the rate to 4 per cent as a result of SEWA's lobbying with 
the Government (SEWA, Undated; Online, Undated). In 1976, the SEWA Bank started 
to extend loans to its depositors from its own funds and gradually withdrew from the 
credit arrangement with the nationalized banks.
Objectives
The objectives of the bank are: 
x to provide facilities for savings and fixed deposit accounts to ensure that women
have their cash; 
x to provide credit to further the productive, economic and income generating 
activities of the poor and self-employed;
x to extend technical and management assistance in production, storage, processing, 
designing and sale of goods and services; 
x to provide facilities to redeem jewellery from pawn brokers and money lenders; 
x to adopt procedures and design schemes suited for self-employed women, such as 
collecting daily saving boxes and giving training in banking procedures (SEWA,
Undated-b).
6 Rs.31 = US$1 
232The objectives explicitly target low-income women. In addition to provision of micro-
credit, the SEWA also gets involved in giving business assistance.
Mechanism
The mechanism under which SEWA operates includes (SEWA, Undated-a; 
SEWA, Undated-c): 
x The SEWA Bank works only with poor women with loans only available for 
economic activities and not for personal use. The bank also encourages women to 
save money. It employs the so-called women savings mobilizers who visit women at 
their homes or workplaces allowing them to easily deposit their savings.
x When a woman needs a loan, the applicant usually comes with a reference person, 
already known to the SEWA Bank, and if it is the woman's first time at the bank, she 
will also be accompanied by some other family member or friend. Applications for 
loans are made by the members themselves or through the bank's field staffs. 
x Loan is approved following a pre-loan check home visit by a SEWA Bank field 
worker. The amount depends mainly on the field worker’s recommendation, as she is 
believed to know the client best. 
x The bank processes the application by carefully reviewing the applicant's income-
generating ability, financial status, track record of working conditions and ability to 
repay. The information is discussed in a loan committee, which submits its 
recommendation to the Board. 
x The approval process takes about one week. If the woman has jewellery to offer as 
security, a fixed deposit or a mortgage, the approval procedure is shortened and she 
can get a loan the same day. Once the loan has been approved, the borrower is 
required to buy 5 per cent of the loan amount in bank shares and to open a savings 
account if she does not yet have one. Women are encouraged to register their savings 
account and their assets (such as working tools, house or land) in their own name.
x There are no subsidies or grants; the Bank borrows and lends at market rates. The 
Bank provides loans with a repayment period of three years for productive purposes. 
At present, the Bank lends to its members in three major areas, ie. for working 
233capital,  for buying tools of trade, and for capital investments such as house, store or 
work space. 
x Repayments are on daily basis with the interest of 10% to 17 % per year. This 
repayments method is suitable for self-employed women because they do not need to 
go to the bank, instead SEWA field workers collect savings and/or repayments from
their place of business, home or by providing savings boxes. 
In terms of intervention on women, SEWA exercises two steps based on 
women’s situation. The first step is often to extend credit to highly indebted women so 
that they can release themselves from the high-interest debts with money-lenders. It is 
expected that the woman moves from being indebted at a high interest rate from private 
sources to being indebted at a lower interest rate to the Bank (SEWA, Undated-b). Once 
she is free from the exorbitant interest rate, she has gained some bargaining power with 
her suppliers.
A second step for the woman is to use her new credit productively so that she 
generates more income. This new income coming into her pocket she can use to repay 
the loan and build up working capital. Before borrowing, while repaying and after 
repayment, SEWA encourages its members to save. 
In regard of methodology to lending the credit, SEWA exercises several methods
as summarized in Table 7.1. All interventions are aimed at facilitating women’s lives 
and redress some of the existing injustice within the world of market economy and 
money-lenders.
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No. Problem Intervention
1. Indebtedness (paying high rate of 
interest)
Providing loan for repaying old debts, at 
a comparatively lower rate of interest 
2. Borrowed working capital (paying high 
rate of interest) 
Providing loan for working capital at 
lower rate of interest 
3. Hired equipment (paying rent on 
equipment)
Providing loans for buying equipment
4. Low income level  Providing loans, facilitating savings and 
financial counseling 
5. Assetlessness Mortgaged properties relieved and 
providing loans for buying assets 
6. Lack of financial planning Providing financial counseling 
  Source: SEWA, Undated-b. 
Impacts
The SEWA Bank has broken the circle of indebtedness and dependence on 
middlemen and traders, and this has increased the bargaining power of the women
(SEWA, Undated-a). They can now organize themselves, bargain for better prices and 
form their own economic units such as cooperatives. However, the bank has not only 
enabled its members to come out of the clutches of money-lenders, but also to develop 
the skills necessary to deal with formal financial and other institutions. Gradually, the 
members are being trained in finances and especially productive issues. In this training, 
they learn to make a more productive use of their money. In the process, their self-
confidence is enhanced. A large number of the members have managed to buy their own 
hand-carts, sewing machines, looms and tools for carpentry. Many of them have 
upgraded their skills, developed more business and increased their income (SEWA,
Undated-a).
      The repayment rates of SEWA are very good. Only around 10 per cent of the 
women face difficulties in repayment each month. Most repayment problems occur in 
times of crises and SEWA has learned that providing support at the crisis times rather 
than bring them through legal solutions is the best way to recover its funds. Such support 
235gives SEWA bank a friendly image among the poor, hence results in better repayment
(Online, Undated). The SEWA Bank is flexible in helping a woman reschedule her 
installments if such crises occur.
According to SEWA, the impacts of their financial activities can be divided into 
two categories, ie. impacts in relation to financial situation and non-financial situation as 
outlined in Table 7.2 (World Economic Forum, 2004, 7 and SEWA, Undated-a). 
Table 7.3: Impacts of SEWA
Impacts on financial situation includes:  Impacts on non-financial situations 
includes
- enables women to earn a higher income
and have control over their money;
- integrates self-employed women in the 
economy;
- provides adequate shelter and space for 
production and storage and thereby 
alleviates women’s poverty;
- enables women to own tools and other 
means of production; and
- enables women to upgrade their skills, 
improve their business and increase 
their income.
- builds self-esteem and self-confidence 
among women;
- improves the health, nutrition and 
education of the women and their 
families;
- raises the status of the women in their 
communities;
- increases entrepreneurship among the 
women;
- builds individual and collective capital; 
and
- promotes assets creation.
Source: World Economic Forum, 2004, 7 and SEWA, Undated-a.
Although the World Economic Forum reported that there are multiple efforts by 
governments and non-governmental actors including SEWA to provide banking 
services, insurance, housing loans, training, health care (including childcare) and legal 
aid, all these are not effective enough as a program of poverty reduction (World
Economic Forum, 2004, 7). There must be more influential factors beyond what is being 
reported by the World Economic Forum that can contribute to reduce poverty. Although 
the impacts above reflect a positive view of the SEWA schemes specially to reduce 
poverty, there is no linear relationship between micro-credit and women empowerment
(SEWA, Undated-a). It is acknowledged that an expansion of saving and credit schemes
has not automatically led to expansion of political and social-cultural spaces in the 
macro environment. The need for micro-credit does not automatically lead to expansion 
236of spaces in the domestic environment such as better social norms on gender division of 
labor (SEWA, Undated-a).
Constraints
There are two serious constrains to run micro-credit in India. Firstly, 
confrontation with middlemen and money-lenders is faced by SEWA. The problems of 
poverty cannot be solved only by gender approach, but class is also playing an important
role. The second constraint is the problem of social values on practicing dowry. It can 
jeopardize women’s business due to the additional expenses to pay dowry.
Lessons learned 
From the SEWA case study in India, there are three lessons that can be learnt:
x Firstly, poverty in India cannot be solved mainly by gender approach, but it also 
needs a class approach. Therefore integral approach is needed to reduce poverty as 
well as eliminate class problems. Similar problems are faced by the Indonesian 
schemes.
x Secondly, micro-credit alone cannot solve poverty, it should be supplemented with 
other schemes to provide basic needs for the poorest who cannot do anything to 
develop a business, such as the poorest elderly. The same problems exist in the 
Indonesian society. 
x Thirdly, it is important to put women’s interest first, even if it means to have to 
reduce or no financial benefits at all to the provider. The more difficult a situation 
faced by women, the easier service would be given to them to solve the difficulties, 
such as reducing or no interest charged to them. This is another interesting principle 
which distinguishes the best practice example from the standard lending institution 
and bares potential within the Indonesian environment.
2377.4. Malaysia: Amanah Ikhtiar Malaysia
Background
As an upper middle-income country with various ethnic groups, Malaysia had a 
policy, called ‘the New Economic Policy’ (NEP) which operated from 1971 to 1990. 
This policy was based on affirmative action because it attempted to reduce poverty and 
income disparities between ethnic groups, and particularly to improve the position of the 
bumiputera (Online, Undated-b) These are the indigenous peoples of Malaysia, who 
were seen as economically disadvantaged by comparison with other ethnic groups, 
particularly the Chinese (Conroy, 2002). Malaysia has a modern financial system with a 
diverse range of institutions, both private and public, including Islamic banks. There 
were however very few options to obtain micro-credit, particularly when aimed at the 
poorest people. 
Believing that while the NEP had been successful in reducing the number of 
households in poverty, the persistence of hardcore poverty required a new approach. In 
order to do this, one NGO, AIM (Amanah Ikhtiar Malaysia) adopted the Grameen Bank 
model, with some modifications to suit the Malaysian context. The AIM is governed by 
its Board of Trustees, which were appointed as a personal capacity of ex-officio 
(representative of founder and government agency). The Board of Trustees will meet at 
least twice a year and they appoint from among themselves a Management Committee to 
be responsible for the day-to-day operation of Amanah. The Management Committee,
chaired by Managing Director meets at least once every quarter (Online, Undated-b). 
An official survey in 1989 indicated that some 94,600 households (or 2.2 per 
cent) of the total population, were classified as 'hard core poor', with incomes below half 
the level of the official poverty line (Conroy, 2002). Malaysia's dominant micro-finance
institution, AIM was established in 1987. Up to 1998 it made some 103,000 loans and 
disbursed a total of RM 328 million
7 (US$86 million at the current exchange rate in 
1998). Some 80 per cent or more of all funds loaned were for economic purposes, the 
remainder for 'social' purposes (Kasim, S., 2000).
7 RM 3.81 = US$1 
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The AIM is a project to complement the Government program in eradicating 
poverty through small and continuous loans for economic purposes (Online, Undated-b). 
Hence, its main objective is to provide loans for the poor who need them the most.
Mechanism
A specialized delivery mechanism with specialized people, designed by people 
who know what they are doing and for whom, is adopted by AIM (Online, Undated-b). 
This is a special delivery mechanism with an approach based on self-improvement
because loans are taking credit to the poor homes and villages. The loans are delivered 
through branch offices whereby the AIM branch officer will independently (without any 
political pressure from government) determine the poor family. The AIM also has a 
special person – a cadre of very experienced operations staff – who has the capacity to 
solve problems in the field (Conroy, 2002).
The AIM also has special people because of the argument that the special 
delivery needs a special person who could effectively and efficiently operate, understand 
and agree with the mechanism. This possibility occurred when staffs had to pass basic 
training for the period of 6 to 12 months. All staff must have very good understanding of 
AIM's rules and procedures to enable them to motivate the very poor to joint AIM 
(Online, Undated-b). These rules and procedures include:
a. Suitable loan conditions (no collateral, no guarantor, no legal threat or legal 
action)
b. Targeting the very poor household; 
c. Simple procedures, training and test. Qualification test to determine the 
understanding of the poor family about AIM's procedure; 
d. Formation of groups by potential members;
e. Collective  responsibility;
f. Small loans and weekly repayment;
g. Loans for income generation; 
h. Close  supervision;
239i. Availability of a subsequent loan; and 
j. All credit and repayment processes conducted at centre meeting once per week. 
The center is the place where the poor family meets and gets empowered to 
appoint their own center leader and make an approval of certain amount of loans 
and types of women’s projects (UN-Habitat, Undated). 
In terms of types of loan, there are three categorizes, ie. SPI-1, SPI-2, and SPI-3 as 
follows:
1. SPI-1  (Skim Pinjaman Ikhtiar-1 or Attempt Loans Scheme-1): loans without interest 
from RM500 to RM2,000 and repayment time up to 50 weeks; 
2. SPI-2: total loans from RM2,100 to RM5,000 with repayment time from 50 to 100 
weeks;
3. SPI-3: total loans from RM5,100 to RM10,000 with repayment time from 1 to 5 
years.
In terms of loans’ interest, AIM faced a dilemma between financial principles and 
common values among the Malaysian society. In Malaysia, because of the sensitivities 
of its Muslim clients and sponsors, AIM levied 'service charges' on loans rather than 
‘interest’ expressed in percentage terms (Conroy et al, 1995). The AIM charges below 
the rates in the Malaysian commercial banking sector. For example, the average loan 
size for borrowers taking a third loan in 1994 was RM 1,044 ($427) for which the 
service charge equated to around 4.7 percent flat over the usual one year loan term.
Service charges on larger loans were somewhat higher in percentage terms, but these 
were only a small proportion of total advances. For all classes of loans service charges 
covered only a portion of AIM's lending costs (Conroy et al, 1995, 21). Therefore, some
60 per cent of AIM's operational costs between 1989 and 1995 were covered by a 
Malaysian Government grant, while the state governments granted additional support of 
up to 40 per cent annually. In consequence AIM had limited stimulus to struggle for 
self-sufficiency in its early years (McGuire et al, 1998). Loan capital was provided by 
central government grants, supplemented by soft loans from private and some
commercial banks, especially those with majority government shareholding. In 1997, 
AIM decided to break with its early practice by raising the interest rate on loans to a 
uniform 19 per cent annually (McGuire et al, 1998). Management's decision to increase 
240charges is understandable as being consistent with movement away from subsidies and 
progress towards financial sustainability for AIM. 
Impacts
In Malaysia, AIM reported 95 per cent repayment rates for women against 72 per 
cent for men (Gibbons and Kasim, 1990). Consequently some lenders have found that 
their financial performance can be improved by focusing on female borrowers. By 
August 1997, after a decade in operation, cumulative economic loan disbursement is 
USD 16,980,628 to 47,783 poor households in nine states. AIM's repayment rate of 
99.95% signify the fact that credit brings about significant increases in households 
income which facilitates servicing of loans and is making positive impact and changes in 
the lives of the poor. This also proved that the poor are bankable and have shown their 
credit worthiness by repaying their loans in full and on time.
A study by Socio-Economic Research Unit (SERU), Prime Minister Department
in 1991, confirmed that not only is there evidence of increases in income among
members, their finding also showed evidence of positive changes in their self-
development. Members had gained confidence, become conscious, responsive thereby 
helping them ensure a better future for their families. The overall positive findings by 
SERU, together with improvement in the quality of life, assets, savings and positive 
values clearly demonstrated the effectiveness of AIM’s approach in reducing poverty 
(Online, Undated-b). 
Constraints
Because of the constraint to cover all financial cost, in 1997 AIM decided to 
break with its early practice by raising the interest rate on loans to a uniform 19 per cent. 
Not only was this a substantial increase, it also expressed borrowing cost as a percentage 
of principle for the first time. The evaluation suggests this accelerated the loss of poorer 
clients from the program, not just because the increase in costs would depress demand
but because many of the poorest are devout and would find the interest charge 
unacceptable.
241While management's decision to increase charges is understandable as being 
consistent with movement away from subsidies and progress towards financial 
sustainability for AIM, it does raise an important issue in the particular circumstances of
Malaysia. This official policy of subsidizing micro-finance was appropriate in the 
circumstances of Malaysia (McGuire, 1998). This is because they argue that Malaysia 
with relatively small numbers of the hardcore poor and relative prosperity, could provide 
subsidy without endangering political considerations and concentrating on running a 
loan as an cost-effective operation. At the end of 1998 AIM had 40 branches and 6 area 
offices serving some 39,000 borrowers and almost 56,000 members. The evaluation 
refers to the need for 'a major and expensive rehabilitation exercise'. The more recent 
trends in financial risk appear to underline the correctness of this judgement (Conroy, 
2002).
Lessons learned 
There is a number of lessons that can be leaned from the Malaysian case study as 
listed below: 
x Subsidy for micro-credit is necessary not only for lifting the financial burden from
the poor, but also to respect common values among Malaysians that still believe 
practicing interest is prohibited. To solve this problem, AIM takes ‘service charge’ 
instead of ‘interest’. This can also be the case in parts of Indonesia where the 
Muslims are predominant.
x To serve the poor through micro-credit scheme, AIM did not only provide them with 
loans, but also with training as a way to enhance business sense. This is very 
important for the overall success of a micro-credit scheme.
x Government encouraged  (not competed with) NGO (AIM) and private sector to 
make contribution to solve social and economical problems, but the government is 
still people’s representatives to make any public policy involving the people. 
Partnerships have the potential to deliver real change for the poor in society such as 
Malaysia or Indonesia.
x Economic growth alone (especially among minority) cannot guarantee social 
harmony, particularly in a plural society. It must be balanced by a strong and real 
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Government ensures this by exercising affirmative policy (NEP) to favor 
disadvantaged groups in order to reduce poverty and income disparities. The 
Indonesian schemes may need to be supplemented by similar commitments by 
government.
x Poverty reduction can only be solved when there is a consistency between macro and 
micro policies in favoring the poor. An example of macro-policy is NEP, while an 
example of micro-policy in direct effect at micro (household) level is micro-credit
scheme. Attention should be paid in Indonesia to have in place both mechanisms.
7.5. China: Leading Group for Poverty Reduction 
Background
In reducing poverty, China’s Government has established within the State 
Council (the Central Government’s Cabinet) a Lending Group for Poverty Reduction. 
Although a number of poor household received loans with free or low interest, most of 
the funds were given to country factories and private firms (Unger, 2002). This policy 
was adopted due to the rationale that the fund would have a trickle-down effect by 
providing work for the poor. However, it is discovered that this policy had ‘minimal or 
no poverty reduction impact’ (UNDP and the World Bank, 2000, 26-27). 
The Central Government then abandoned the trickle-down argument, and by 
1996-1997 the Leading Group for Poverty Reduction changed their policy by providing 
micro-credit directly to the most disadvantaged household farmers (Unger, 2002, 24). 
According to Unger (2002), this program drew inspiration from the experience of the 
Grameen Bank. It has been funded not only by the China Central Government, but also 
by international organizations such as the World Bank and UN Development Program
(UNDP), as is the case in Dunchang – the poorest area in Gansu Province (UNDP and 
World Bank, 2000).
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The objective of this scheme is to improve the village household by lending 
micro-credit directly to ‘the most impoverished farmers’ (Unger, 2002, 24). 
Mechanism
As a replication of the Grameen Bank model, the loans need to be repaid in small
increments at weekly or monthly intervals. Chinese villagers were formed into small
groups of four to seven member families, and each group is not eligible for further loans 
to any of its members if one of the members defaults (Unger, 2002). This mechanism
takes the place of a requirement for collateral from a rich guarantor. It is not clear what 
the functions of such guarantor are when there are defaulted loans. The program is 
supposed to provide an incentive for group members to help one another with advice 
about how to make good use of their micro-credit.
Impacts
The impacts of micro-credit are regarded as a successful project in terms of 
availability exclusively to women, less spending for consumptive purposes, a higher rate 
of on-schedule repayment, and more participatory group meetings (Unger, 2002, 24). 
According to Unger (2002), the detailed impacts on women’s lives, however, have not 
yet been reported. 
Constraints
The poorest in China are farmers in marginal hill country, whose earnings are 
largely postponed until harvest time or until after an animal has been raised, fattened and 
sold (Unger, 2002, 25). China’s major current poverty-reduction scheme is being 
prevented by the very fact that it was not shaped to daily sales to repay loan on a weekly 
basis. Due to the fact that most of China’s poor live in communities that rely almost
entirely on agriculture, the micro-credit system does not appear well suited to people 
who cannot make repayments until the end of an agriculture season. 
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x Grameen Bank model on micro-credit cannot be applied rigidly worldwide in rural 
areas to reduce poverty because of differences in local context. This scheme is better 
suited for villages that engage more in micro-entrepreneurial targets. In the contrary, 
for villages which are more dependent on the agricultural and livestock sectors as 
described in this case study, the micro-credit scheme is rarely likely to be successful. 
This is because in these sectors, the schemes only can be repaid on the basis of 
longer payment terms. Such kind of payments are against the nature of micro-credit
in the Bangladesh’s model where the payment is on a weekly basis. 
7.6. Indonesia: Kredit Usaha Mandiri (KUM / Independent Effort Credit) 
Background
KUM (Kredit Usaha Mandiri) was a pilot project established in Indonesia from
1989 to 1991 as a replication of the Grameen Bank’s model. It was supported by the 
Indonesian Institute for Banking Research (LPPI/Lembaga Pengembangan Perbankan 
Indonesia), the Centre for Socio-economic Agricultural Research (PPSEP/Pusat
Penelitian Social-Ekonomi Pertanian), the Asian and Pacific Development Centre 
(APDC), and the Bank of Indonesia. 
As a replication of the Grameen Bank, KUM has regulations that have been 
adopted from those of the Grameen Bank and ‘restricted the modification of the model’
(Bagdja, 1992, 12). They include conditions of membership, the types of undertaking for 
which loans can be obtained, a mechanism for the formation of groups, routine group 
activities and various other requirements (Bagdja, 1992, vi; Utrecht, 1992, 15). 
A reason to select this bank as a case study is because the bank is a replication of 
a successful model (Grameen Bank). This section demonstrates how the possibilities for
successful model apply in other poor communities as a wide world suggestion to combat
poverty.
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The objectives of the loans have been to bring about an improvement in levels of 
income and welfare among households so as to eradicate or at least to reduce poverty in 
rural areas (Bagdja, 1992, vi and Utrecht, 1992, 16).
Characteristics
KUM provides loans for the poorest members of the community, either women
or men, in accordance with requirements that have already been established. The 
requirements that must be met for membership of KUM is that the applicant must be the 
head of a family or a family member with a fixed job (apart from works as a laborer); 
Their assets must be less than Rp.150,000 or around US$17.6 (both moveable and 
fixed), their income should be around Rp.40,000 per month or equal to 320 kg of hulled 
rice per year. Basically, KUM seeks to attract members who belong to the poorest 
groups in rural areas and who are capable of paying back installments on loans 
successfully.
It was reported by Bagdja (1992) that the size of the first loan varied between 
Rp.25,000 to Rp.30,000 with repayment of around Rp.300 to Ro.850 per week as well as 
compulsory savings of around Rp.100 per week over a period of 50 weeks. The size of 
the second loan given can be two times the first loan, the third loan three times and so 
on. The first installment begins at the third week from the transaction. The 
administration cost (or interest rate) was around 39.6 per cent annually or 3.3 per cent 
per months, while moneylenders in that areas charged interest rate up to 33.3 percent per 
month. There was critique to this high administration or interest rate, and in 1990 it was 
reported that the interest rate would be reduced to 2.5 percent per month or 27 percent 
annually (Urtecht, 1992, 45). As a comparison, in the same year of 1990, the Grameen
Bank only charged interest rate up to 16 percent annually. The loans were given without 
any collateral or guarantor, in the case of death the loan was regarded as paid. 
Similar to Grameen Bank, this bank has also made distance on the usage of loans 
as reported by Bagdja (1992). Both are convinced that in reality the poorest have the 
‘skill of survival’ and that what they really need is help in the form of capital without the 
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1992, 8). 
Mechanism
The activities of KUM can be grouped into three stages, namely, the pre-
formation stage, the stage of formation of the group, and the stage of routine activities. 
During the pre-formation stage, the following activities are carried out: 
x a project meeting: that is a meeting between KUM officials, community leaders and 
local people to explain the nature of KUM and to collect information about those 
interested in becoming members;
x feasibility: that is interviews with people interested in becoming members to decide 
on feasible membership requirements;
The formation stage covers: 
x formation of groups. One group consist of at least five prospective candidates of the 
same sex and same residency who meet the requirements. Minimum two groups 
(maximum being six) formulate ‘a discussion centre’. It was reported that the 
number of women compared to men who received the loans was 45 and 35 
respectively;
x compulsory group training: that is a test of the group’s validity. 
The final stage, that is the stage of routine activities, covers: 
x a weekly meeting: that is the routine activities at a discussion centre to provide an 
opportunity for communications between members themselves and between 
members and KUM officials as well as for repayment.
Impacts
There are numbers of impacts being reported as a result of this project. The 
repayment rate was 100 percent, economic benefit in the form of capital investment and 
social benefits such as increased self-confidence and equality (Bagdja, 1992, viii). 
Bagdja (1992) concludes that based on these impacts, the project is successful and will 
be able to stand on its own feet in the future years. Utrecht (1992), however, reports that 
there was less economic impact of this project as well as less participation. Although the 
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motivation from the borrowers because the agenda was mainly to repay the installment
which only needs 15 minutes to be completed, after which borrowers go home (Utrecht, 
1992, 63). 
Constraints
Dealing with implementation of the project, the borrowers faced two serious 
problems. Firstly, the problems of repayment rate as indicator for a successful project. 
Utrecht’s findings, however, show differently. Although she admits that the repayment
rate was high, it does not reflect positive correlation between repayment and better 
economic conditions (1992, 44). The borrowers who admit cannot return the loans due 
to unpredictable events – such as their families are sick, or their business was bankrupt – 
were still made to repay, even they had to ‘borrow from their families or borrow from
other informal sectors (the groceries stall from their neighbor), or reduce their daily 
consumption’ (Utrecht, 1992, 44). The reduction of family consumption raised a 
question about quality and quantity of their daily food. Utrecht reported that, the 
borrowers still insisted themselves to repay on time because of several reasons, ie. 
feeling embarrassed if they did not repay and respect for other members who had a good 
reputation in relation to repayment. In this situation therefore, although social control for 
on-time repayment works well, it does not mean there is an improvement in the 
economic conditions for the poorest. 
The second is market constraints. It is obvious that most of income-generating
activities are small businesses. Utrecht reported that although women-borrowers were 
enthusiastic to produce or sell their products, they faced uncontrollable market
competition either from ‘their neighbors’ (who do similar business such as running small
groceries shop/warung) or from ‘outside bigger suppliers and retailers’ penetrating into 
their areas (Utrecht, 1992, 54, 70, 71). This free and crowded market results in 
difficulties for the borrowers to run their business and it was reported that some of them
went bankrupt because there were no customers to buy their products.
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There are several lessons learned from this case study: 
x Firstly, the poorest are excluded from this scheme, therefor it is not surprising that 
the impacts are more significant. The target group includes people who have a fixed 
job and are less vulnerable than the poorest. As a replication of the Grameen Bank, 
the target group should be supposedly the poorest. This should be remembered for 
the studied Indonesian schemes.
x Secondly, market constraint is a serious threat for petty businesses. Therefore 
protecting the disadvantaged group from this threat in order to give them a chance to 
have eligible business with eligible income is compulsory for government. Similar
problems are likely to emerge for the other two Indonesian schemes.
x Thirdly, high repayment rate in the expense of reduction on basic need (food) among
the poorest and the poor is not a proper indicator for poverty reduction. This should 
be avoided if not made unacceptable for the studied Indonesian schemes.
2497.7. Indonesia: Sharia People’s Credit Bank (BPR: Dana Mardotilah) 
Background
Sharia People’s Credit Bank: Dana Mardotilah (Bank Perkreditan Rakyat),
Bandung – West Java has operated since 1991 in Bandung, West Java (Chotim, 1993). It 
is unique because it applies sharia principles (for detailed explanation of sharia 
principles see Chapter 3.3.2.3 on micro-credit and Islam). The focus of this bank is a 
high skill in banking management with an interest free system. To avoid breaking sharia 
principles, this bank is led by a manager who understands very well Islamic
management, specially in Islamic businesses. Besides, this bank is also under the 
supervision of the Sharia Supervisor Board. This board has a function to monitor all 
bank’s products, which should be operated accordingly to sharia principles.
One of their products is called Smallest Credit (Pembiayaan Sangat Kecil/PSK)
which has operated since middle 1992 (Chotim, 1993). A reason for choosing this type 
of credit as an example for a case study is the fact that this bank applies financial 
mechanisms based on sharia principles. This is important for the Indonesian context as 
the majority Indonesians are Moslem, despite their different degree of believing in this 
issue.
Objectives
The objective of the bank is lending loans for additional capital to the informal
sector – such as small home businesses, petty trades, food retailers, and others at 
traditional markets – based on sharia principles (Chotim, 1993).
Characteristics
Different from the conventional bank, this bank does not charge interest to the 
borrowers. Their repayment depends on sharing profit of the business, the borrower’s 
free to arrange their total installment and the timeframe including the shared profit 
(Chotim, 1993). In other words, the borrower exercises self-management. When there is 
agreement between the borrower and the bank especially on the issues of profit 
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distribution as long as there is equal profit distribution.
Mechanism
There are several steps that have to be done to get credit as follow (Suhendar et 
al,1994):
Firstly, prospectus borrowers fill an application form and return to Junior 
Account Officers (JAO)/field worker after providing copy of identification card. 
Secondly, field worker evaluates their form and holds interview with the 
prospective borrowers including questions in relation to their existing business, type of
business, total capital, average net profit and so on. 
Thirdly, if the prospective borrower does not fulfill the bank’s requirements,
their application will be rejected or the field worker will find more information about 
them from other borrowers who have close relation or are neighbors to the prospective 
borrowers.
Fourthly, for the prospective borrower who has a recommendation from the local 
leader will be easier to get a loan. The loan will be postponed if they do not have such 
kind of recommendation about her/his individual character. 
Fifthly, the field worker can lend directly a loan of up to 200,000 rupiahs 
(approximately US$24 for US$1 equal to 8330 rupiahs). A loan above this amount
should be approved by Senior Account Officer (SAO). In their financial report, the 
borrower writes their own profit and loss on a day-to-day basis using their income
distribution card. This report is used by the bank to monitor their financial situation. 
Impacts
The case study reveals that 85 percent are appropriated borrowers. From all 
loans, 85 percent were used for expanding existing business. In terms of repayment rate, 
only 9 percent is defaulted loans due to mis-use for non-productive purposes. 
Interestingly, these defaulted loans occur to the borrowers from financial background 
above the average, either local leaders or borrowers with double or multiple businesses 
(Chotim, 1993, 145). 
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Profit sharing applied by this bank gives full trust to the borrowers. Therefore the 
bank’s profit depends on the honesty of the borrowers to report their profits. When there 
is defaulted loan or the profit is far from the existing arrangement, field workers (JAO) 
or their senior workers (SAO) will check the reasons. There are two steps in this 
situation. If there are managerial problems, the bank will give assistance. If the bank 
finds that the borrowers are reluctant to display or share their profit, there will be new 
arrangement (Chotim, 1993; Suhendar et al, 1994, 141). Based on this risky situation of 
on-time repayment, the bank backs up its mechanism with making net-coordination with 
a coordinator among trusted borrowers from their place. These coordinators usually have 
a double function as collectors from other borrowers and giving recommendation to new 
borrowers. This person does not get incentive from the bank, but the borrowers who 
repay their loan through these coordinators usually give voluntary tips. The roles of 
these coordinators, however, do not eliminate the role of JAO or SAO officers. These 
officers usually invite the borrowers to come to pengajian (religious meetings)
periodically. Besides a religious speech in its agenda, this meeting also discusses 
business issues in relation with religion such as how to be a trusted businessperson.
Lessons learned 
There are several lessons that can be learned from this case study.
x Firstly, there is a mechanism of freeing interest to solve the ideological constrains 
between religious belief (prohibited interest) and expanding the business either for 
borrowers or the bank by exercising shared profits arrangements. Although this is 
not specifically targeted at women, such an arrangement can have an important
influence and value. 
x Secondly, coordinators among trusted borrowers can be used for peer-monitoring as 
well as collecting repayment. In this repayment system, the borrowers give extra 
voluntary money to the coordinators, as a result there is no additional cost for the 
bank. This is a valuable solution but can work only if there is satisfaction with the 
coordinators’ work. 
252x Thirdly, the bank can hold religious meeting (pengajian) especially focussing on 
business issues in relation with Islamic principle, including becoming trusted 
borrowers.  This should be an important component of the Indonesian Government
Schemes.
In all best practice case studies discussed above, qualitative indicators such as 
impacts of the schemes, are contextual and hence difficult to compare. Efforts to 
improve women’s socio-economic status have to be understood within a specific 
context. However, with specific context the pace and manifestation of changes in 
women position in society will still vary (MacIsaac, 1997, 15). Some of the lessons 
learned from the best practice case studies in this chapter will be used in the following
chapter 8 to enlighten the alternative solution. The analysis focussing on gender 
perspectives of the two Indonesian Government Schemes explored in Chapter 8 
addresses gender issues and impacts of the schemes through examining the schemes at 
all stages (identification, formulation, implementation and evaluation stage). 
253254CHAPTER 8
DISCUSSION
This chapter discusses the two Indonesian Government Microcredit Schemes
from gender perspectives based on the findings in Chapter 6 and within the Indonesian 
context as described in Chapter 5. The discussion is organized around the four stages of 
the schemes, ie. identification, formulation, implementation and evaluation; and covers 
various issues at each stage. 
8.1. Identification stage 
This stage explores the financial needs of families, including women and men.
Despite their different degree of responsibilities, both sexes (especially wives and 
husbands) need to be able to achieve financial independence. This argument is important
to support women’s involvement in the schemes and to understand the extent to which 
the schemes accommodate women’s financial needs described later in this chapter. The 
two major issues to be considered at the identification stage are women’s economic
independence and gender responsibilities as well as the relationships between rural 
women, economy and poverty. 
8.1.1. Women’s economic independence and gender responsibilities 
Economic independence of women is crucial in situations of both hard and easy 
relationships with the opposite gender and their partners. Women have to be strong 
economically to deal with hard gender relationships in any difficult situation faced in 
relation with men, such as sexual harassment, violation from husbands/partners, 
financial hardships, inappropriate attitudes from husbands, e.g. stinginess and so on. 
These problems seem to become harder with economic constrains and increased number
of dependent persons. In other words, having a strong economy could give more choice 
to women to decide what kind of life they want. This is not only because women
traditionally are the managers in the family, but also from a human perspective, women
also have to be responsible for their own life with or without the men in their lives such 
as husbands, partners, fathers, brothers and uncles.
255Easy gender relationships mean that those women have good and responsible 
men in their lives although there is never a constantly perfect situation. Overall, it can be 
said that in such kind of relationship these women are relatively satisfied financially and 
personally with their men. Financial strength, however, is still needed by women to add 
quality of life not only for themselves and their family, but also for the rest of the 
community. This rational is in accordance with the human perspective that the best 
human being (man or woman) is the human being useful for more people. There are 
many ways to do so, one of them is through economic independence. Having economic
independence will result in any other possible progress such as ability to meet demand
for food, clothing, shelter, health, education for themselves and for other people as their 
charity. This human approach is in accordance with the gender analysis pursuing 
economic independence especially among the have as well as the have not. 
In the gender role of men as breadwinners, the economic independence of 
women does not mean that men released their main duties to provide income. If men
relinquish their duties as a result of women’s economic strength, this would mean that 
economically there is no progress because the burden just shifts from men to women,
despite the fact that women might have more influence on decision making processes 
within the family. If it is the case, the description provided by Francis Fukuyama is quite 
right:
‘The entry of women into the workplace, the steady closing of the 
earnings gap with men …are by and large good things. The most
important shift in norms was the one that dictated male responsibility 
for wives and children. Even if the shift in the norm was triggered by 
birth control and raising female incomes, it was men who were to 
blame for the consequences that followed. And it is not as if men
always behaved well prior to that. The stability of traditionally 
families was as well as lost opportunities, cost that fell 
disproportionately on the shoulder of women. On the one hand, these 
massive changes in gender roles have not been the ambiguously good 
thing that some feminists pretend. There have been losses 
accompanying the gains, and those losses have fallen 
disproportionately on the shoulder of children (and women)…. (the) 
sexual revolution served the interests of men, and in the end it put a 
sharp limit on the kinds of gains that women might otherwise have 
expected from their liberation from traditional roles… Moreover, 
women themselves were often the losers in this bargain. Although 
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sometimes the same individuals) have been quite happily freed of 
burdensome responsibilities for wives and children’   (2000, 120-
121).
In what ways poor women in rural areas lose or gain from their aspirations for economic
independence in relation to the schemes is discussed throughout this chapter. 
8.1.2. Rural women, economy and poverty 
The position of women in the family, especially in terms of parental 
responsibilities, is such that women are clearly primarily responsible for household 
chores but they also carry financial responsibilities (see Figure 6.20). As a result, 
economic hardships such as increase of food price (see Chart 8.1) will trigger a greater 
burden for women than men in the first instance, as women have to meet the basic 
family needs with limited or lack of resources. It is unreasonable if women have to be 
conditioned in the primarily position of being financially as well as managerially
responsible plus all other parental responsibilities unchanged. In a better economy which 
offers enough resources, women have more space to manage the finances for the entire 
family as is the case of wealthier women in Central Java. Although men also have to 
deal with difficulties due to financial constraints, they do not face the direct pressure to 
meet the basic needs especially the most primarily basic need such as food (see Table 
6.23). Because of those burdens, it is reasonable that there is a perception about Javanese 
women, and women elsewhere, prefer to marry men who are financial secure. Besides 
wealth, Javanese wives, culturally and institutionally also have additional power in 
organizations such as PKK and Dharma Wanita through their husbands’ position (see 
Chapter 3.2.5 on role of women in rural areas). In these organizations women’s position 
is parallel to the husbands’ position. 
In regard to using micro-credit schemes to achieve a better economic status, 
women’s interest in economic independence (see Figure 6.7) is similar to men’s interest 
(Table 6.8) although men realize the limitations of their wives. Interestingly there is 
more discrepancy in spending the loans, where the data about the actual spending shows 
that it is often for non-economic and non-productive purposes (see Table 8.1), while 
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though because as mentioned above, women are the ones who traditionally face the daily 
necessities. It means that women will try to do whatever they can do to meet family
basic needs. Based on this context, men’s support and involvement are very important in 
income generating activities targeted at women. Opportunities should be created for 
dialogue and negotiation between women and men, and for creating a common
understanding of the benefit to men and the community from women’s participation. 
The strategy for achieving this is best developed jointly by women and men who are 
already supportive. The support from men can be demonstrated through their 
endorsement of their wives, as well as taking the prime responsibilities to provide family
income for the daily needs. The latter will gave space for women to develop productive 
ways of using the loans instead of spending them on daily needs.
The initiation stage of the loan is hence extremely important as it can make the 
difference between using the loan for escaping the poverty trap or survival. Participation 
and responsibility taking from both genders is essential. 
8.2. Formulation stage
Since women’s development component should be accommodated at the stage of 
schemes’ identification, this section examines the possibility of gender development
entrusted in the formulation of the schemes. During the interviews, one bank officer was 
skeptical about the schemes for political reasons saying that the government manipulates
these schemes to attract the poorest voters who were the majority during the general 
election process in 1997, a year before Suharto lost power in 1998. This reason therefore 
has lead to weaknesses in the schemes’ formulation. Although it is true that the 1995 
establishment of the schemes was a political act, a more thorough analysis is required to 
understand their role and impact on poor families and poor women in particular. An 
important aspect of this is the examination of the schemes at the formulation stage. This 
will be done using the various issues at formulation stage such as usage of loans, loan 
size, interest rate, loan duration, collateral, approval time, repayment terms and saving. 
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Basically, the loan should be used for economic production purposes, such as the 
purchase of raw material for a small-scale industry, to establish and run a small business 
or trade, for service development or buying productive tools as mentioned in the 
Kukesra’s Guidelines 1999 (see section 3.2.2 and 3.3.2). What we found out from the 
interviews, however, is that women use their loans for a much wider variety of purposes 
(see Table 8.1). 
Table 8.1: Type of expenditures 
Expenditures Number of respondents  %
Economic Production 
Consumptive Expenditures 
Others/Don’t know 
22
65
6
23.7
70.0
6.3
T  o  t  a  l  93 100
                       Source: Data from fieldwork, 2000. 
The first most striking finding is that 70% of the loans were used for 
consumption, including the satisfaction of everyday needs, such as daily meals and 
clothing. This is not surprising because women are generally responsible for everyday 
needs of food, and health (see Table 6.22). It might be right that the degree of fungibility 
between households’ necessities and the income generating schemes was high (Binns, 
1998). In terms of economic production, 29 per cent of the husbands think that their 
wives used the loan for additional capital rather than for starting up a new business of 
their own (see Table 6.6). Hence, the general objective of micro-credit to target the 
poorest by providing them assistance for income generation is blurred. As also can be 
seen from Table 6.6, 14 women (58.3%) have no business and 3 women (12.5%) did not 
answer properly. The total of these two categories (70.8%) is consistent with the 
previous findings (Table 8.1 on type of expenditures) that the majority of women spent 
the loans for direct consumption purposes. Finally, it would seem that the use of loans 
does not reflect economic sustainability because the micro-credit was used only to solve 
immediate economic problems. One of the reasons for this can be found in the following 
section on loan size. 
2598.2.2. Size of loans
One of the reasons for the loans to be used more as consumptive expenditure, as 
described above was the small size of loan accessible to the women at all stages, but 
especially at the first stage. The useable loan is 18,000.00 Rupiahs (see Table 3.1) or 
US$2.1 or the equivalent to 6 kilograms of rice. This amount of loan is not enough to set 
up a new small business or to support growth in an existing business. Most women said 
clearly that such loan is too small to run a business (see Figure 6.1); others said that “the 
loan is … enough or not enough, but OK”. Their negative comments reflect the need for 
getting cash into their pockets to provide basic needs, such as food and cloth. That is 
why women’s expectations for further advanced loans are higher (see Figure 6.2). 
Without other supplement schemes, these expected advanced loans will also end up 
being used for consumptive expenses, although according to Morduch (1998) this still 
means that the loans contribute to reducing family vulnerability be it on a temporary
basis.
Since first launched in 1995, the size of loans never changed. More women were 
faced with hardship because of the economic crisis in 1997/1998 which drained any 
savings and resulted in price hike. The women’s situation was getting worse and ‘rural 
women appear to be particularly affected’ (FAO/WFP, 1999). The sharp increase of 
prices for basic needs such as rice (see Chart 8.1) was not met with increases in income
among poor families especially in rural areas.
Chart 8.1: Food price index March 1997 to February 1999 (March 1997=100). 
                              Source: FAO/WFP, 1999. 
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survive women in rural areas need now even more money for their basic needs. In other 
words, the financial support provided by Kukesra is not contributing significantly to 
their wellbeing and is far from being a successful tool in alleviating poverty. 
On the other hand, although government officials who are involved in operating 
income generating schemes, are convinced that women (who are the primary
beneficiaries) have the knowledge, skills and commitment to break out of poverty, the 
consequence of approving advance loans can jeopardize their reputation. The following 
case in Brebes - the best district to run the schemes, based on the BKKBN’s evaluation – 
is indicative of such prejudice. The local supervisor there did not want to approve an 
advanced loan, even though the women already had a good financial record for repaying 
their loans on time. The supervisor had a financial reserve from the Indonesian Central 
Government for a new advanced scheme – called KPKU for the maximum sum of 
2,000,000.00 Rupiahs per person or more than six times the maximum amount of 
Kukesra. The KPKU (Implementation Guide for Advanced Loan Throughout Initiative 
Relationship/“Petunjuk Pelaksanaan Kredit Pengembangan Kemitraan Usaha”) is a 
relatively new advanced scheme which allows for larger credits on the discretion of the 
field supervisors. According to the perception of these field supervisors, KPKU scheme
is available to women if they have been successful with Takesra/Kukesra. The women
assume that this advanced credit is a further continuation of Kukesra as it is only limited
to five stages. Their perceptions about the scheme (see Figure 6.2) clearly showed that 
they expect further credit. For the larger advanced loan, however, the local supervisor in 
Brebes (who incidentally was also a woman) was worried that when the bigger loan is 
approved, the women would not repay it, therefore her reputation would be challenged 
and she would be pressured financially from her seniors. She said “…I could approve 
the loan for a small amount of money for them (women), but for a bigger one… oh, oh, 
no!”. This situation clearly reflects the fact that a local supervisor undervalues women’s
performance, even though they have already fulfilled all the schemes’ obligations. 
Therefore, there needs to be a revision of the role and attitudes by local supervisors in 
relation to micro-credit as well as the management of the schemes. In this situation a 
lesson can be learned from the SEWA bank (see Chapter 7.3.), where every single 
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visits to her business or home.
Another comparison can be done with the Bangladesh best practice, the Grameen
Bank. This bank runs the micro-credit by a 'repeating' loan system whereby access to 
future loans is guaranteed if previous loans have been paid on time, as well as using a 
graduation system whereby on-time repayment will secure the borrower a larger loan 
than the previous one.
In general poorer women tend to be attracted to smaller loan sizes then men and 
are also more concerned about borrowing particularly large amounts. This is usually the 
case due to perceived lack of ability among wives to return the loans, as most income
earners are husbands. This is the case, for example, in Central Java (see Figure 6.10). If 
the loans are too small, however, as already described it is difficult for women to use 
these loans for productive purposes.
There is an urgent need to increase the size of loans. Alternatively, this will 
remain a major weakness of the schemes preventing them to achieve their targeted 
objectives. Besides expanding the loans and the availability of the advanced scheme,
providing other supplementary schemes is also necessary. It means that for women to be 
able to concentrate on small business, the basic needs should be met first. There is a role 
for financial providers, husbands or the state in providing supplementary or 
complementary schemes to cover basic necessities.
8.2.3. Interest rate
The data findings (see Table 6.5) reveal that about a quarter of women
respondents lack knowledge and familiarity with the banking system. This especially 
can be seen from the fact that 26% did not answer how much interest they have been 
charged for their loans. Their answers were either “do not know” or “forgot”. This is not 
surprising as most of them, ie. 55% of the respondents, come from low educational 
background (see Figure 5.5). The number of women borrowers who knew that they have 
been charged according to the formal interest rate (0.5 % per month or 6% annually) is 
52.5 percent. With this relatively low interest rate, there was not a single woman
complaining about the amount of interest. However, an earlier study in 1997, two years 
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supervision of one of the field staff refused to borrow loans because of various cultural 
reasons (Suharto, 1999). The main reason is not because of financial calculation, but 
because of religious considerations. These women are afraid to break the religious 
Islamic tradition, which forbids interest. Similar attitudes were found in Pakistan where 
‘many respondents with strong religious beliefs abstained from using commercial credit 
because it was in conflict with Islamic teaching’ (Scoular, 2000. 107). 
Interestingly all interviewed respondents in this study who took loans are 
Moslem (see Figure 5.2). Although they know that Islam prohibits interest, they still 
keep borrowing. This phenomenon depicts a shifting from the ideology to pragmatic
behavior as a result of poverty. The justification for the ideological belief that an interest 
should not be charged is to avoid exploitation (see also Chapter 3.3.2.3 on Micro-credit 
and Islam and Development). In the past, the poor were exploited by money-lenders
because they could charge interest as much as they liked. The poor who are socially 
weaker and have no other financial source to survive had to borrow money from them
even at high interest rate. It is reported that the interest had gone up 333 per cent per 
year (Utrecht, 1992, 17). These money-lenders were known as ‘lintah darat’ (shore 
leeches). Instead of people believing that money-lenders were “helping them”, they 
believed that money- lender were “stepping on” the poor.
Forty-three percent of women respondents to the government credit scheme
Kukesra were charged similar to the public bank’s interest, ie. 6 percent annually, and 
only 6.8 percent of them were charged beyond 6 percent. Some other financial providers 
criticized these schemes for being highly subsidized by government and suppressing 
competition (Raviez and Cluster, Undated, 25-27). This criticism may be justified from
the point of view of lenders or financial institutional sustainability. It is generally 
recognized that a subsidized interest rate tends to benefit few, jeopardizing the economic
sustainability of financial intermediaries, and that even poor customers are willing and 
able to pay a cost-covering interest rate. Interest rates should be charged so that they 
cover all costs to secure the sustainability of micro-credit, assuming that its operation is 
efficient. This helps to ensure that the service is continuously provided. Therefore there 
is less difference between micro-finance and moneylenders. Both charge relatively high 
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their personal financial benefits. At the end, the poor are the ones who have to bear the 
burden.
That is why when there is a financial dispute regarding this issue, the Indonesian 
court usually decides on an interest rate equivalent to the public banks’ rate. The court 
believes that this is the best way to protect the poor from financial exploitation such as 
charging high interest rates by moneylenders or by micro-finance providers.
Learning from Malaysia’s best practice example (see Chapter 7.4) is useful to 
solve Indonesia’s problems on the interest’s issue. Malaysia uses a different approach in 
response to this issue. Its government is involved in micro-credit by charging only a fee 
for administration. Hence they do not use the term ‘interest’, but ‘administration fee’ or 
‘service charge’. Other lesson can be learned from best practice in Indonesia – KUM – 
(see Chapter 7.7) where they exercise ‘shared profit’, instead of charge ‘fixed interest’. 
One ulama (religious leader) argues that the ‘title’ or name ‘interest’ or ‘management’
are not important, but what is important is the core of ‘the transaction’s processes’ (see 
Chapter 3.3.2.3 on the status of interest). Therefore he opposes for any interest or fees to 
be charged.
Considering these two arguments – pros and cons on (high) interest rate, the 
question remains between freeing the poor from high interest or let financial providers 
charge high interest rate, despite concerns that this can jeopardize the impacts of the 
schemes on women. In deciding this dilemma, the ethic of doing business with the poor 
might need to be considered, including Schumacher’s argument that ”. ...what is worse 
and destructive of civilization is the pretence that everything has a price or in other 
words, that money is the highest of all values” (in Waring, 1988, 298).
8.2.4. Duration of loans
Another significant issue raised by the interviewed women was the timing for the 
loans. They prefer a shorter time for each stage to be finalized (see Figure 6.4). They 
hope to rotate the money more quickly, and get more benefits into their pockets. Most of 
them said that ‘(i)t was difficult to achieve the benefit from an amount of $2 over 4 
months’. This difficulty stimulates them to spend their loan for an easier expenditure, 
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that for poor people, the rotation of money is quick, either for business purposes or other 
consumptive and emergency purposes. For poor women who are mostly involved in the 
informal sector with running petty businesses and usually do not have additional cash in 
hand, the demand for quick money is a must.
A weakness of Kukesra is its inflexibility. It means that women have only one 
option to take and return loans. Under this management, on-time or earlier repayment
does not give any additional reward, except the fixed and limited loan, i.e. the maximum
until stage 5 (see Table 3.2). 
8.2.5. Collateral
There are two important aspects of collateral that have to be considered, ie. 
endorsement and function of collateral. 
Endorsement
Men and women in Indonesia have equal position and status when it comes to 
collateral. It means whoever (either husband or wife) borrows money from the bank, the 
other has to give his/her endorsement. The micro-credit requires women or men
borrowers to get an endorsement from their partners. This is similar, for example, to 
Swaziland where a married woman is required to have the endorsement from her 
husband to borrow money
1 (Interregional Training Seminar, 1990). Consequently, the 
other partner is also responsible for any defaulted credit. Feminist researchers, however, 
believe that this arrangement is not fair to women because they have to be responsible 
for defaulted loans when they rarely have direct involvement as to the way the loan is 
used. They call this situation the ‘sexual transmitted debt’, ie. debt incurred because of a 
sexual relationship through a guarantor or joint borrower (Freeman and Richards, 1999, 
103). On the other hand, when a women takes a loan which is endorsed by her husband, 
that could diminish her ability to make decisions as to how the loan should be used. 
1 There is no information whether a married man also requires his wife’s endorsement when he takes a 
loan.
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loans, some women did not inform their partners about the details of what they were 
borrowing and saving. The Grameen Bank has taken a strong stance on these issues by 
not requiring collateral and giving housing loans to women on the condition that they are 
owners of the land. This Grameen strategy, however, is not applicable in the Indonesian 
context because of the statutory on property ownership
2. In general, Indonesia uses joint 
property – if property is purchased during the marriage, it becomes joint property 
irrespectively on whose name it is registered. Although the Indonesian Marriage Law (as 
a national legal stance) and Kompilasi Hukum Islam (as a formal guide for the Islamic
Court) are in symmetry in terms of joint property, there is still a different belief among
Moslems on this issue. According to this belief, a wife has no obligation to use her 
income even for the benefit of her husband and children. If for example a wife spends 
assets on them, it is regarded as charity (sodakoh) and not obligation; theoretically 
nobody can force her to use her property or tell her what to do with it, unless she herself 
is willing to do so (Amran, 2001; Rafie, 2004; Septiawati, 2001; Tarazi, 2001). This 
belief is based on Qur’an Surah Al-Baqarah 2: 233 and An-Nisaa’ 4: 34 which stress the 
men’s or husbands’ responsibility on nafkah (financial responsibility). The gender 
conflict arises when men try to control women’s income by using the argument that 
women should obey men. In the case of income, nafkah or property, there is no blind 
obedience especially when men’s interests are involved because the wives’ income is an 
individual income and is excluded from their husbands’ control. Another reason for 
avoiding blind obedience in terms of property is that the husbands have an obligation to 
2 The following regulations (including the Qu’ran which is still a practical guide for some groups of 
Moslems) apply in Indonesia:
x The husband is the head of the family and his spouse is the housewife (Indonesian Marriage Law 
Number 1 Year 1974, especially Article 31 and Article 34, and Islamic Law Compilation/
Kompilasi Hukum Islam Law Number 1 Year 1974, Article 79). 
x The husband has the obligation to protect and support his wife to the best of his abilities, while 
the wife has the obligation to take care of the household to the best of her abilities (Article 34 
Law Number 1 Year 1974; Article 80 (2) Kompilasi Hukum Islam).
x Joint property within marriage or syirkah is a property which husband or wife achieved either
individually or together (Article 1f Kompilasi Hukum Islam).
x “…(T)he father of the child shall bear the cost of the mother’s food and clothing on a reasonable
basis” (Al-Baqarah 2:233) and “Men are the protectors and maintainers of women, because Allah 
has made one of them to excel the other, and because they spend (to support them) from their 
means… (An-Nisaa’4:34).
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whether their wives are working or not. 
There is evidence that gender conflict also arises when poor women – such as 
Kukesra’s women – fail to make significant economic progress because any profit they 
have from their pity businesses is always used for consumptive spending instead of 
developing their businesses. This occurs because under joint ownership there is an 
underlying assumption that women’s income is household income which should be spent 
as household expenditure and the wives are also financially responsible for the family.
However, this situation would not occur if only the husbands (or the state) are 
financially responsible for consumptive spending. Therefore it is important to educate 
women as this can empower them, particularly from a legal point of view (either from
Islamic or state law), and help avoid misguidance or misinformation which can 
disadvantage them. At the same time it is also important to educate men to feel 
embarrassed if they try to control their wives’ property. 
Another additional complexity in regard to property in Indonesia is that 
ownership depends on which law women (as well as men) prefer to apply, such as 
Islamic, statutory, or customary law. Under Islamic law, the widow will get only one 
quarter of her husband's heritage if they have their own child, and a daughter only gets 
half of that for the son. According to statutory law, a wife inherits half of the whole 
joined heritage. Customary law accepts existing customs, which vary across regions. In 
Central Java, nowadays men and women inherit the same portions, although in the past 
women inherited 1 portion compared to 2 for men (this was called ‘sagendong,
sapikul’).
Hence, the issue of collateral is extremely complex and the endorsement
procedure that the government has adopted may seem appropriate. 
Function of collateral and its consequences 
Analyzing the function of collateral and its consequences for women is an 
imperative because the absence of collateral in potential borrowers is one basic 
characteristic of micro-credit. I distinguish between conventional collateral and micro-
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collateral are worse than from conventional collateral. 
A conventional collateral is an asset that can be used for financial guarantee 
when borrowing money from the bank. In the case of defaulted loans, the borrowers may
lose part or all of the assets they have. Basically the function of collateral is to secure 
that the bank will have its loans back by forcing the borrowers to sell their assets (or 
make other arrangement).
The micro-credit case, on the other hand, does not require conventional 
collateral. This is also the case with Kukesra. Although there is no collateral, husbands 
usually are asked for their oral consent (see Table 6.3). Their consents cannot be 
translated as a financial guarantee, but only an act of respect for the spouse and the 
family unit. In this sense, there is no financial guarantee at all either from the women
themselves or from their husbands. In the design and implementation stage, however, the 
bank is requesting another form for securing its money, ie. through a group repayment
system (in some  institutions such as the Grameen Bank this is called ‘peer-pressure’), 
which I name  ‘social collateral’. In this system, there is no chance to lose (financial) 
assets, such as land, live stock or others. With social collateral, women will not lose their 
assets as they do not have them anyway, but they can lose or destroy social connections 
with their community. Ironically, in the context of the Javanese community, especially 
in rural areas, connection with community is not only a way to maintain social values in 
harmony (see 5.3.2), but it is also a part of survival for poor women and their families
(see Chapter 5.3.4 particularly on ’Basic economy in rural areas’). Consequently, 
breaking connection with their community as a result of ‘social collateral’ or ‘peer-
pressure’, does not only break social life, but also breaks survival life especially in the 
absence of government support for their basic needs. This situation can jeopardize poor 
women and push further away women’s empowerment, although it might maintain
institutional sustainability for financial providers.
The social value of collateral is something that should be carefully considered for 
any micro-credit system to work and do not cause additional distress to the very poor 
and weak women in society 
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It is clear that most of micro-credit borrowers run small or petty businesses, 
therefore they demand quick time to get cash. A separate research also highlights the 
fact that more women borrow money from money-lenders because they can serve as 
quickly as possible and provide more flexible loans, despite the high interest rate 
(Suhendar et al., 1994, 25). In this case although the interest is high, the women are still 
borrowing because of high availability. In a case reported from Uganda, the average 
approval time for small-credit is shown to be as short as 30 minutes (FSA, Undated). 
In the absence of social security, which is the case in most third world countries, 
it is obvious that women use a more immediate access to credit to meet daily needs 
during a time of temporary crisis than men. There may also be a business opportunity 
that is limited in time. It is therefore considered best practice that small loans should be 
approved as quickly as possible. The Grameen Bank has found that emergency loans 
approved in 24 hours are very popular with the poor. 
In the Kukesra case, loans take 2 months to be approved (interview with women
from Purbalingga, 2000). This is a weakness also of the Takukesra schemes as they have 
a fixed mechanism (see Table 3.1 and 3.2), which gives no opportunities to shorten the 
time interval from one stage to another, even when the borrowers perform better than 
expected.
The management of the Takesra and Kukesra schemes, therefore, needs to be 
revised. It should allow for loans to be approved in a shorter time-frame, offer more
flexibility and higher accessibility to meet the needs of both men and women.
8.2.7. Repayment terms
Women’s projects among poor women are generally less profitable than those of 
men, especially when women divert most of the loans to consumptive purposes. This 
situation increases the risk of women not being able to repay the loans. Therefore 
according to Havers (1996), it is important to manage loans in such ways that give 
ability for women to handle, earn capacity and being able to repay loans even if the 
loans have failed.
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and ease of repayment reduce this risk (Binns, 1998). In practice, the borrowers can 
make repayment on time by using other regular or temporary sources of income,
although often they have to extract from other basic necessities. This means that meeting
repayment is more important even when they have to borrow from other informal loans 
or family, or reduce food expenses. It is not surprising then that in most micro-credit
schemes the repayment rate is high, despite the unknown impacts on women. The 
Grameen Bank for example encourages activities that will exercise repayment system on 
a weekly basis and no more than two weeks after disbursement so that repayments start 
shortly after thereafter.
Although the repayment rate in Central Java is high, ie. 84.38 per cent (BNI, 
2000) in the Takesra and Kukesra schemes, their repayment cycle is far from best 
practice standards. This is because the loans are too small to be repaid on the monthly
basis. Therefore there is a need to revise the schemes and incorporate a shorter 
repayment cycle. Based on the collected feedback, most field supervisors can be 
expected to support such a recommendation. This can provide them with reputation 
reward instead of incentive reward which the majority of them (91.6 percent) appreciate 
more (see Figure 6.12).
Flexibility in repayment terms could be a very valuable feature of the Takesra 
and Kukesra schemes which contributes to facilitating the lives of poor women.
8.2.8. Saving
Similar to other countries, the poor have ability to safe. The rich save to invest, 
but the poor safe to meet their basic needs in times of insecurity. In the Indonesian 
context, poor people in urban and rural areas need savings for daily, emergency or 
yearly expenses. The difference is that the type of saving depends on the type of 
expenses. For example, as is the case in Central Java (see Chapter 3, especially in the 
socio-economic condition section) people need yearly expenses to celebrate Idul Fitri’s
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* in their home places. The rural poor are not an exception. In preparing for Fitri’s 
day, they need extra money to buy new clothes for their children or special food for that 
day. Therefore savings which can be withdrawn just before that event are necessary. 
The relation between type of saving and gender needs should be understood 
within the socio-cultural context of the Javanese society. From a gender point of view, 
these expenses burden more women than men, not only because women have to deal 
directly with all these expenses and are responsible for the clothing and feeding of 
families (see Table 6.23), but also because of the more influential roles of Javanese 
women within the household. Therefore most women prefer contractual savings so that 
they cannot be forced by their families to take their savings out far before the needed 
time.
Another type of expenses that also determines the type of required saving is, for 
example for children’s school fees. Both women and men in Central Java are similarly
positioned in relation to this need. They require liquid savings, with easy access to them,
and want to be sure they are safe and offer a positive return when the needed time
comes.
The Indonesian Government saving’s scheme (Takesra) has a rigid procedure for 
withdrawals of savings. Basically, borrowers can take their saving out only after the 
loans at final stage are paid off (see Chapter 3 scheme 1). This mechanism results in 
difficulties for women to use this kind of saving to fulfil their needs either for daily, 
emergency or yearly expenses. This case is very different from ‘arisan’ or known as 
ROSCA (Rotating Saving Credit Association), which provides more flexible financial 
service.
Although the total saved amount in Takesra is small, there seems to be growing 
dissatisfaction among women-borrowers regarding difficulties in withdrawing the 
*Idul Fitri or Ramadhan day is a celebration day of Moslem after they finish fasting for one month.
  According to Islam, Muslem from around the world have similar celebration by praying together mostly
  in the open place, such as in a soccer field. Following this praying event, Indonesia has a tradition to 
  spend almost a whole day or two days for communitarian purposes such as visiting and continuing by
  apologizing among families, neighbors, and colleagues. In this occasion, families provide a special food 
and children usually wear their new cloth. In this day most people try to back home at their original
places
   not only to visit their parents and meet all extended families, but also meet with their friends from their
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facing temporary crises. 
A lesson from the Grameen Bank’s best practice is that they provide various 
saving services depending on women’s needs and personal arrangements (see more
detailed in Chapter 7.2 particularly the best practice from Bangladesh; Yunus, 2002). 
Basically there are three types of savings from Grameen Bank, ie. personal savings 
account, special savings account, and pension deposit account. All these savings have 
their own characteristics, however generally they are more flexible than the classical 
saving account in terms of withdrawal time, amount of money to be deposited in as 
savings and individual account (joint accounts are no longer allowed). The Grameen
Bank also receives deposits not only from borrowers, but from non-borrowers too 
(Yunus, 2002). 
The range of problems faced by the schemes at formulation stage reflect the need 
for assessment of their impact and implications for the country’s poor. There seems to be 
a strong necessity for an update and reconsideration of their governing principles. These 
findings are also confirmed in the following analyzes of the remaining stages of their 
operation.
8.3. Implementation stage 
Presumably the design of the schemes is seriously oriented towards making
contribution to women’s development, the implementation however needs to be 
analyzed for any effective outcomes. How financial products are delivered also needs to 
be gender sensitive. The issues around which the analysis at this stage is focussed are: 
group formation, mobility, attitude of staff, level of education, lending method, and 
advertising of the schemes.
8.3.1. Group formation
Group formation is at the centre of the main micro-finance schemes. In the 
Takesra and Kukesra schemes, all members are women and they form their own groups. 
   childhood.
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gender point of view. It might be right for several reasons to have only female groups 
and give space to women to develop their business capability. Firstly, in the mixed sex 
groups, especially marginal women tend to be excluded from decision making-positions
such as chairperson, treasurer and even secretary. In the Javanese rural context, 
traditionally it is difficult for women to stand up and express their opinion and feelings 
because this behavior goes against social values and is regarded as a negative character 
who does not have isin (shame) and likes to pamer (show off) (Antlov, 1995 and see 
also Chapter 3.2.2 on characteristics of rural society particularly on ‘isin’/ shame).
Although same sex groups initially seem to give more chance to women to explore 
themselves, in the long term however it is not a good way to exercise on how to interact 
properly with the different sex. Therefore to have proportional interaction, women
should have stronger self-confidence. One of the ways to do so is by having financial 
independence although it does not mean to diminish men’s responsibility for earning 
money for the family. Having financial independence through micro-credit, the 
significant impact of the loans themselves, is more important rather than the gender 
relation as described above. Such kind of impact will be one of the reasons for an entry 
point into having self confidence for women and this possibility will influence them how 
to deal with other people either women or men.
8.3.2. Mobility
Javanese women have to balance their multiple roles as mothers, wives, 
economic managers and community workers (see Chapter 5.3.5, Errington, 1990, 
Berninghausen and Kerstan, 1992, Wolf, 1992, and Antlov, 1993). Although socially 
they have more freedom to move such as going outside their village (see Table 6.24), 
travel cost may be a barrier for them. Therefore, they tend to stay more at home. This 
situation coincides with the nature of micro-credit, which tends to favour spending more
time at home as most of micro-credit businesses are home-based. The reason of women
rejecting to be involved with the schemes is not because of problems with permission to 
go out, but because of the problem with accepting the interest as discussed in section 
8.3.3 of this chapter as well as financial constraints. 
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of two reasons, ie. inability to get profits from the small size of loans and lack of
political influence. Antlov (1995) states that social organizations such as PKK and 
Dharma Wanita have failed to accommodate women’s interests (see Robison, 1977 and 
Warren, 1993 and Section 3.2.5) as they are only available to support husbands’ 
interests. His points might be right if we analyze the impacts of income generating 
schemes from a public sphere perspective. However, the Indonesian women’s movement
has enforced changes in both these organizations since the fall of the New Order. 
Particularly from a private sphere view and especially for the financial survival among
the poor, it is not true that these organizations (such as PKK and Dharma Wanita) only 
accommodate husbands’ interests. Within the poverty context, related to meeting basic 
needs, one of the main agendas in the schemes’ meetings is arisan (rotating saving and 
credit) and this accommodates women’s interests. Therefore areas where women gather 
in certain places such as markets and other social organizations, such as PKK and 
Dharma Wanita (see Table 6.2.4), may be opportune places to carry out gender 
awareness. More important however is what agenda will be integrated to raise gender 
awareness within the meetings of those organizations. 
8.3.3. Attitude of field supervisors
The data from this study shows that the majority of field supervisors are of the 
opinion that family responsibilities (including economic independence of wives, 
responsibility for household work and responsibility to look after children) should be 
shared between spouses (see Figure 6.7, 6.9 and 6.11). This seems to be a good starting 
point for the implementation of the government schemes aimed at redressing gender 
disbalances within society as well as reducing poverty. Males are starting to want to take 
on more domestic responsibilities. Most respondents, however, still believe that 
husbands need to be primarily responsible for income provision and not a single 
supervisor was of the opinion that the wife should be primarily responsible for earning 
money (see Figure 6.10). This data reveals that although supervisors agree that women
should be independent economically, financial support from the husbands is still 
essential. If this ideal situation occurs where husbands are still responsible for 
274consumptive expenses and wives have more space to pursue economic activity, women
will be more successful to run their business through micro-credit. This situation is 
consistent with GAD claim that empowerment can only be achieved if the needs for both 
men and women are accommodated (see Chapter 2.2.4.3). However, the idea of equality 
particularly in sharing income responsibility burdens more women than men as is the 
case with women-borrowers. In such a situation, women are socially and conditionally 
expected to spend the loans for meeting basic household needs, rather than for 
productive purposes as it should be.
It is interesting to note that most women have a very limited understanding of the 
administrative procedures surrounding the loans, except the group leaders (see Table 
6.4). Nevertheless, these schemes have been running successfully, i.e. more and more
loans and saving are being requested and repaid on time (see Appendix 1). One 
explanation is that when a group leader seems to be incompetent or unable to fulfil her 
obligations, the local supervisor instead takes over the handling of the affairs.
This failure to fulfil obligations can occur due to the lack of understanding 
management (see Table 6.16). The relatively low degree of education is one of the 
reasons preventing women to perform well. Most women in rural areas have very 
limited schooling. Research results in 2000 (see Figure 5.7) show that 55 percent of the 
respondents have a low educational level, ie. only finishing their primary school. In 
addition, most group leaders do not volunteer to become group leaders and they are 
appointed to this position (see Figure 6.17). Therefore, they are less keen to perform
well and spend their personal time and money on the income-generating projects.
On the other hand, most local supervisors (91.6%) perceive that their 
performance evaluation in terms of reputation and actual performance will not be 
affected by the way the Takesra and Kukesra schemes are handled (see Figure 6.12). 
Although their performance in managing these schemes is not the only factor affecting 
their reputation, still the more overall failures occur, the worse their official reputation 
will be. To avoid this happening, field supervisors prefer to take-over the group leaders’ 
responsibilities when things go wrong. This solves the problem in the short term, but in 
the long run is a missed opportunity to educate and train the women from the poor areas 
how to handle the management duties in relation to the loans and the projects. For the 
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of a range of duties including these related to the schemes, therefore there is less effect 
of defaulted schemes on their promotion (see Figure 6.13). This results in less 
motivation for achieving the best performance of the schemes. Lesson can be learnt from
Grameen Bank best practice (see Chapter 7.2) where there is a reward system for 
achievement to manage the schemes. This reward’s system is being called ‘five star 
branches’.
8.3.4. Level of education
Generally women in developing countries have a lower educational level than 
men. This is also the case in Central Java as well as among the respondents where the 
majority of women-borrowers have low educational level, ie. primary school (see 
Figures 5.7, 5.9 and 5.10). It is therefore important to minimize the paper work and have 
credit officers helping illiterate clients to complete the forms. Although solving the 
immediate problem, this assistance however will not make any significance difference
for the women’s education in the long run. 
8.3.5. Lending method
The mechanisms of the schemes, allow for two patterns of installments (see 
Chapter 43). First, the members can come and hand over the repayment to group leaders. 
Group leaders then hand it over directly to Indonesian Post. Second, group leaders ask 
for the repayment from their members during a social meeting (PKK for example) once 
a month, then group leaders hand it over to the field supervisors. These supervisors will 
deposit it in Indonesian Post. In both cases, Indonesian Post then transfers the 
repayments to the bank. The second pattern shows the diverse of the schemes, namely
the monitoring of when defaulted loans occur because it against what it should be (see 
Chapter 4.3.5).  Interestingly, it is reported the some of defaulted loans come from the 
organizer (see Chapter 4.1.1), ie. 33% as a case in Western Nusa Tenggara (Republika, 
2003), while group leaders also contribute for defaulted loan. It is not clear whether this 
is because too many responsibilities (such as disbursement of the loans and collection of 
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contributing factor. 
The Takesra and Kukesra schemes use individual lending in their management
and group leaders favor individual lending to group lending. However only group 
leaders can sign a contact with external institutions such as the Bank or Post Office (see 
the sample of the contract form in Appendix 2). Hence, externally the group leaders 
solely have to be responsible for the savings and loans schemes, including repayments
and defaulted loans.  Without any incentive provided to group leaders, it is not 
surprising that the majority of group leaders have not volunteered to become group 
leaders, but were appointed by field supervisors (see Figure 6.17).
It is acknowledged that internally there are shared responsibilities between 
group leaders and group members. Although, Takesra and Kukesra schemes provide 
individual lending, their operation and successful running depend on the activity of 
individual group leaders.
8.3.6. Repayment procedure 
According to Kukesra’s Guidelines (see Chapter 4.3.5) repayment should be 
given directly to Indonesian Post, in practice however, repayment can be done through 
two possible ways. One can be done by direct disbursement from group leaders to the 
Indonesian Post, the other is indirect disbursement. The second type of repayment
(indirect repayment) occurs from group leaders to field supervisors (from BKKBN). 
Field supervisors then deposit the collected amounts in the Indonesian Post. This 
practice might occur be due to practical considerations and as an expression of women’s
trust in field supervisors, despite indirect repayment can also result in defaulted loan as 
described in Chapter 8.3.5. 
8.3.7. Advertising the schemes
Socialization usually becomes a focus to introduce any new schemes including 
income generating schemes. The research reveals that most women get to know the 
schemes from field supervisors and a smaller number learn about them from their 
neighbors. It means that local supervisors take an active action to integrate into the 
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in better achievements for field supervisors. This indicator for the success of the 
schemes from field supervisors’ point of view is described further in Chapter 8.3.1. It is 
easier to introduce the schemes using the existing local structure. The big problems are 
when the schemes go against local values. In the micro-credit case, the interest is likely 
to become a problem unless there is some clear explanation as to why it is being 
charged. In this way it will become a less of a moral dilemma to the field supervisors 
who act as agents of change.
Another way to advertise the schemes is through places where women only 
(without men) tend to congregate. Possible places also to consider for dissemination
information about the schemes could be the market, child health clinics and women's
organizations (PKK or Dharma Wanita) as well as religious meetings. All these 
opportunities and places are available ways to promote the schemes and this is already 
done by Takesra and Kukesra through PKK meetings. According to the GAD approach, 
the schemes also need to accommodate men’s interests. Takesra and Kukesra face 
difficulties to reach both men and women unless there is a linkage between BKKBN as 
an operational institution and men’s social organizations. It may be possible to use the 
existing social activities, eg. village meetings (see Table 6.24), where the participants 
are mostly men (51.6% ).
Another way of advertising is the spread of information by word of mouth. This 
is a particularly important and viable channel if the schemes are doing well, and rural 
women and families are benefiting from them. The implementation stage is extremely
important for the overall success of the schemes and the feedback from the participants 
needs to be carefully assessed. The failure of the schemes has a strong negative impact
on women and can result in jeopardizing the running of the schemes in the future.
8.4. Evaluation stage
There are various types of evaluation for micro-credit schemes – some of them
stress on institutional sustainability, others on borrowers’ sustainability. When we are 
concerned about poverty in relation to micro-credit schemes as described in a previous 
chapter (see 2.5), there are two twin goals that should be achieved, ie. poverty reduction 
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outputs, whereas the evaluation of women empowerment must be concerned with 
assessing whether the economic, social and political processes of empowerment are 
taking place (Wallace, 1991). The evaluation of women empowerment must take place 
at each stage of the project cycle.
This section will evaluate the government’s schemes from three different 
perspectives, ie. indicators for successful credit, institutional performance, and the 
impacts of the schemes. All those aspects will be analyzed focusing on gender 
perspective.
8.4.1. Indicators for successful schemes
There is a number of indicators which can be used to evaluate whether the 
schemes have been successful (or not) in their implementation. The evaluation of their 
results depends on different institutions or the parties involved in the schemes. In these 
government schemes (Takesra and Kukesra), there are three institutions involved, ie. the 
bank (BNI 46), BKKBN and Indonesian Post. The joined indicators for successful 
schemes for all those institutions are as follows:
1. For the bank as a channeling financial institution, the scheme is successful if 
the loans are repaid on time and there are less or no defaulted loans. It also 
means that the more women pay their loans on time, the more successfully
the bank performs.
2. For BKKBN (The National Board of the Family Planning Program), the 
notion of success is linked to the number of women who have been attracted 
into the schemes (both for the saving and credit schemes). The more women
are covered by the schemes, the more successful the government’s initiatives 
are.
3. Indonesian Post is in a position between BKKBN and the bank and has not 
yet a clear understanding what its indicators for successful schemes are. 
Because of their duties to enter the data, it might be that their indicator for 
successful schemes is the consistency of available data. 
2794. For the poor women and their families, the findings from the field reveal that 
women’s success is measured along the lines of improved economic welfare. 
The more income they are able to generate, the easier their lives will be and 
the more resources they will have in their disposition.
From the indicators above, it can be argued that success in one aspect does not 
necessarily can be translated into success in the others. Let’s take an example from the 
findings for a certain period. A 2000 report by BKKBN depicts Cilacap as the area with 
the highest number of delinquent loans, while the lowest number was in Tegal (BKKBN, 
2000). According to the number of women involved in the schemes, the report also 
points out Brebes as the highest achiever and Magelang as the lowest. Therefore to 
distinguish which region is successful to run the schemes depends on which indicators 
are being used, ie. the number of defaulted loans or the number of women-borrowers.
The different indicators used result in difficulties to draw the main features of the 
successful schemes.
To find a better solution to this problems, understanding and going back to the original 
objectives of income generating activities as well as making a connection to the 
indicators set by the schemes are all necessarily. Income generating activities naturally 
have an objective to reduce poverty and empower women, therefore measuring the 
impacts on women as a target group cannot be separated from the indicators of 
successful schemes employed by institutions only. Existing indicators therefore should 
be altered to make them reflect the achievements according to both objectives. To do so, 
it is necessary to add the impacts of the schemes on women as a compulsory indicator in 
the evaluation stage as well as setting these indicators at the formulation stage and 
monitoring the implementation and evaluation stages. Besides, best practice example
have to apply this impact as their prime standard of successful schemes.
8.4.2. Institutional performance
Institutional performance in this chapter is analyzed from two different
perspectives, ie. position of field supervisors and sustainability. 
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Field supervisors consciously or unconsciously are positioned between their 
institution (BKKBN), the bank, Indonesian Post, and women as the target group whose 
living conditions are to be improved. As supervisors and consultants, the field 
supervisors stand between the different interests represented by those institutions. They 
cannot claim to be neutral – they too are affected by their own individual values. As 
agents from a particular institution, field supervisors face a dilemma. On one hand they 
have to perform as best as they can to the providers (BKKBN, the bank and Indonesian 
Post), and on the other hand they face rejections and expectations from the women.
Rejection has occurred in cases when several groups of women did not want to take 
loans because of social ideology (see Chapter 8.2.3 in this chapter on the issue of interest 
rate). These groups believe that the practice of micro-credit scheme with charging 
interest is against the religion (Islam) (see Chapter 3.3.2.3). This is indicative of a 
conflict on compatibility between micro-credit and social values. It reflects the parallel 
status between supervisors (from the micro-credit schemes) and debt collectors (from
money-lenders who are commonly known as bad people). Fortunately, supervisors also 
have multiple duties for other social programs or schemes to the same community (see 
Table 6.14 on field supervisors’ responsibilities outside the scheme), which helps to 
reduce their bad perception by the community. This impression might be more negative 
if field supervisors only have duties merely on financial matters (see Chapter 5.3.2 
especially on pamrih / personal desire and wishes), unless they show that their concerns 
go beyond material things as is the case demonstrated in the best practice example of 
Sharia people’s Credit Bank (see Chapter 7.7). In these scheme, field supervisors 
combine business concerns and spiritual concerns by regularly initiating religious 
meetings.
Field supervisors also have to face the expectations coming from women. This 
shows that women’s position supervisors as agents of change, especially to 
accommodate their complaints and expectations for the improvement of the schemes.
Data from the field reveals the dilemma faced by supervisors where most of them have 
already reported the weaknesses of the existing scheme and proposed recommendations,
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weaknesses need to be addressed in a more responsive way if the government wants to 
see better results from the schemes.
Sustainability (lenders vs borrowers)
The main purpose of the sustainability evaluation in this chapter is to assess 
whose sustainability is represented in the schemes, the lenders’ or borrowers’ 
sustainability. This evaluation is important because it can be traced whether these 
schemes are moving towards women’s interest or moving towards institutional interests, 
and can be done from different angles. Firstly, it should analyze the content of the 
schemes by comparing their objectives to reduce poverty and empower women and their 
outcomes and secondly, by assessing the strategy to support institutional performance.
Firstly, the content analysis shows that the schemes are successful at the 
institutional level, eg. high repayment rate, more women joining the schemes and less 
defaulted loans (see Chapter 4 on Government Schemes and Section 8.4.1 in this 
chapter). They, however, fail at the micro-level especially in relation to the impacts on 
household women (see Chapter 6.3 on impacts of income generating schemes). This is 
because to repay the loans, women sacrifice other financial resources, necessary for their 
survival. Besides social pressure, which results in prejudice towards each other within 
the group, the schemes can contribute towards breaking the harmonies within the 
community, on which women strongly depend. Therefore it can be concluded that the 
content of the schemes represents institutional interests rather than women’s interests. 
Secondly, the literature mentions that financial providers are concerned with 
institutional sustainability by charging high interest rates (Raviez and Cluster, Undated). 
One example is in Sumbawa - Indonesia, where a credit scheme run by a bank and NGO 
charges interest rate to end user ranging from 100 to 450 per cent annually. The review 
by Raviez and Cluster (Undated, 17) of four schemes in Indonesia (BKK, LKP, PHBK 
and P4K) also depicts that all those schemes have been required to charge interest rates 
of 64 to 277 per cent annually in 1995 to achieve financial sustainability without 
subsidies. They explain that this high interest rate is caused by four reasons, ie: high cost 
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disbursement of very small loans, covering start-up cost, and to improve efficiency.
This high interest may be justifiable from a sustainable institution’s point of view 
(especially for financial providers), but the purpose of the schemes to reduce poverty 
and to empower women becomes questionable. Moreover the schemes often have 
negative impacts on women because of the additional financial burden due to the profit 
limitation from petty businesses (Zaman, 2000, 23). Zaman in his assessment of the 
BRAC case concludes that: 
In a scenario where the credit-financed investment does not generate 
a significant net profit then an asset is created which can reduce 
vulnerability but will not reduce poverty as the loan installment
repayment takes place through a reduction in consumption and not 
from the returns to the investment (Zaman, 2000, 23).
From this limited profit (if there is any) women have to put the installments at 
the fist place. The situation can be predicted of getting worse if the interest is high. This 
difficult dilemma is described by Srinivas (Undated): 
The twin objectives of any micro-finance institution are to be 
financially viable, and to maximize the access of its service to the 
poor. While it is a difficult juggling act to be able to reach the 
poorest of the poor and remain financially sustainable, it is, 
nonetheless, the poor that make up the clientele and provide for the 
successes of the industry. 
The Takesra and Kukesra schemes have solved the dilemma by favoring women and 
charging low interest rate by subsidizing the schemes. Giving this subsidy is criticized 
by some people from other organizations who also run similar income generating 
schemes by saying that this can endanger the financial sustainability (financial lenders’ 
sustainability) because micro-finance becomes less competitive (Raviez and Cluster, 
Undated, 75). Instead of looking at micro-finance from a competitive point of view, the 
impacts on women will be more significant if all providers compete in providing 
schemes and conditions for the best interest of women. Therefore government schemes
should not be seen as a threat to the micro-finance industry, but should be seen as a 
challenge to give better service to the poor women. In the situation where there are other 
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mediator for institutional sustainability as described by Srinivas above. 
It can be concluded that by charging a high interest rate in order to achieve 
institutional sustainability, women’s interests are put after the institution’s interest. 
These schemes show that in the dilemma to chose whose interests should be put first, all 
theories (see Beder, 1993 and Chamber, 1997 in Chapter 2.2.6) point towards putting the 
poor first if we want to commit to enhancing the wellbeing of the disadvantaged group 
(women).
              Srinivas (Undated) tries to solve this dilemma by proposing certain conditions
so that the schemes can contribute more to women after they join the schemes. The 
conditions are as follows: 
x Increase, stabilize and diversity their revenue; 
x Ensure basic goods and services, food and medicines among others for their 
households;
x Improve household living conditions, in particular those of women;
x Increase household wealth; and 
x Increase participation in economic and social life as well as fostering autonomy
among various population groups. 
The proposed conditions by Srinivas tend to maximize the access and favor for women.
In other words, Srinivas believes that among other interests the schemes have to put 
women’s interest first.
8.4.3. Impacts
After conducting 93 interviews in three different districts in Central Java ie. 
Brebes, Purbalingga and Cilacap, the findings reveal that the schemes have not yet 
contributed to building family prosperity (see Table 6.20 on summary the impact of the 
schemes on women). I argue that as long as the impacts of the schemes on women have 
not yet become an indicator for the success of the schemes, the two objectives of income
generating schemes are hardly being achieved.
As mentioned above, data from the ground reveals negative findings for women
in terms of the impacts (see Table 6.25). On-time repayment of loans is not an indicator 
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financial burden on women, but they also bring social distraction to them. The burden 
can be seen from the way the loans are spent. Women’s inability to generate loans and 
their spending for consumptive purposes result in financial burden in the long run. 
Although there are no complaints about interest rates except from one husband (see 
Table 6.5 and its explanation), the burden to repay the loans without additional take-
home income - either from their husbands, borrowing from family, and from neighbor - 
makes them harder financially. This is similar to the BRAC case in which women’s
future consumption has to be sacrificed to meet repayment obligation (Zaman, 2000). It 
is admitted that the loans have reduced vulnerability temporary by shifting from
productive purposes (as they have to be) (Morduch, 1998) to consumptive ones, despite 
this they have not yet resulted in borrowers’ sustainability. 
The last chapter will summarize the findings of this thesis and make some
recommendations for the improvements of the schemes, as well as open suggestions for 
future research possibilities. 
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CONCLUSIONS AND RECOMMENDATIONS
This chapter draws together the overall findings of the thesis and presents the 
main conclusions and recommendations for poverty alleviation and gender 
empowerment that potentially can be achieved through the Indonesian Government
policies and particularly the two micro-credit schemes.
9.1. Conclusions and recommendations 
The gathered evidence from the field does not support a positive evaluation of 
the Takesra and Kukesra schemes as far as the difference they make into women’s
individual lives. It is not surprising then that women are not over-enthusiastic in taking 
out loans. There is an urgent need for changes to be made in the government policies in 
order to avoid misguiding statistics and achieve real meaningful results. 
There is evident inconsistency between the Indonesian government’s effort to 
empower women through income-generating schemes (by the operation of Takesra and 
Kukesra) and the actual schemes, particularly their formulation and evaluation. For 
example, the small size of the loans combined with economic hardship, lack of 
education and underestimation of women’s abilities encourages non-productive use of 
the money, which challenges the long-term goal of poverty alleviation. Women deserve 
better care and real chance and the presented recommendations for the improvement of 
the schemes are a first step in that direction. 
9.1.1 General view 
This thesis argues that until the real impacts of the two government schemes on 
women’s lives are not taken into account as indicators for their success, they will not be 
geared towards empowering women in rural areas of Indonesia, hence solve poverty and 
gender inequality. The interviews and case analysis of rural Indonesia in Central Java 
confirmed the deficiency of the current design and operation of the schemes. The 
limitations embedded in the schemes need to be addressed.
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To address problems associated with income generating schemes, it is necessary 
to take into account women’s interest throughout all stages. The current schemes favor 
more the institutions which operate them instead of the women who are supposed to be 
their beneficiaries. The analysis of the indicators for successful schemes, the procedure 
of delivering the schemes as well as the evaluation process substantiate this claim. Thus 
this thesis argues that favoring women at all levels and in all aspects of the schemes will 
create opportunities and give more chance to empower them. The key problem revealed 
throughout the study is the marginalization of women through conditions set either in the 
identification, formulation, implementation or evaluation stage of the schemes. These 
problems inherited at all stages can be eliminated if women’s interest is made the 
primary concern of government policy.
In any empowerment policy there is the assumption that women are 
disempowered from the existing situation and conditions such as poverty, low 
educational background, overburdens, legal discrimination, higher vulnerability during 
crises and so on. Women’s empowerment should be facilitated by providing the ‘space 
for them to grow’. Only within such a space, gender equality and empowerment can be 
achieved. In other words gender equality means giving more opportunities to women,
therefore they can have more choice, and also for them to be able to exercise their choice 
freely.
x Overburden
In economic terms, the micro-credit should become a way of empowerment and 
a tool for poverty alleviation. The space provided through it should be translated not 
only into new business opportunities but also in lifting their daily burdens by providing 
supplementary schemes or facilities that offer financial assistance for basic needs. They 
could come from the State, private sector as well as from women’s husbands. In other 
words, equality for poor women should not translate into taking more financial 
responsibilities. Overburden can only be avoided if besides access to micro-credit,
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basic necessities is the very first step in poverty eradication.
The existence of poverty itself is a reason for aspiring to achieve gender 
equality. Therefore three alternative supplementary sources of assistance are required 
before micro-credit can reach its full potential, namely:
1. Supplementary schemes by micro-credit providers such as: providing free school 
fees for the children of women-borrowers, providing health service, providing basic 
food and so on. 
2. Allow within the family for the husbands to have stronger economic responsibilities 
and capabilities to meet the basic needs (consumptive spending), so that the loan to 
women is not used for consumptive spending (see Table 8.1), but to expand her 
business. This proposal should be followed by strategic mechanisms to make sure 
that husbands will have access to jobs with proper wages and also that their income
is spent for the benefit of the whole families instead of only for themselves.
The involvement of husbands in micro-credit and income generation projects is 
important but only to the extent to raise their degree of responsibility to meet their 
family’s needs. Even though it seems that the empowerment of men and women can 
happen simultaneously, more needs to be done to make it a reality. One of the 
characteristics of the GAD approach talks about: ‘the totality of women’s and men’s
lives’ as the focus of any analysis of any development analysis (see 2.3.5.3). This 
becomes even more significant in the context of sustainability. Unless men become more
concerned about their financial responsibilities towards their families, women’s
economic contribution achieved through micro-credit will not be significant to be taken 
into account.
         For this to be achieved, stakeholders at all levels involved in the business of 
micro-credit have to contribute towards accelerating the process to ease the financial 
burden of women. This might mean that they have to give protection to the poor 
families from any other factors and the ability to compete with the overpowering 
stakeholders.
3. In the absence among the poor and the poorest families of husbands’ ability to 
provide for the basic needs for daily survival, the state has to take over these 
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International Covenant on Economic, Social and Cultural Rights, which proclaimed
the right to adequate food as well as the right to be free from poverty (see 2.6.6). 
Even though to do so is another problematic alternative for developing countries 
because of financial constraints, massive development and high levels of corruption, 
this is an important issue to be dealt with. Without a financial back-up from the state, 
women are unlikely to gain ‘more space’ for expanding their businesses and use 
fully the benefits of running micro-credit schemes. The state should also be 
empowered to fulfill its duties and obligations to people, including charging special 
tax for addressing poverty.
9.1.2. Scheme specific suggestions 
The study found that the schemes are less likely to be able to empower women
and/or reduce poverty because of several features described by stage as follows: 
At identification stage 
x Both women and men need to have financial independence, however they have 
different degree of financial responsibilities. As victims from development
because of their inability to live a decent life, equal financial responsibilities 
between men and women will only burden more women than men, which results 
in preventing them from economic independence. Therefore those burden should 
be lifted, and hence enable them to have more opportunities to develop financial 
capabilities. This burden then should be left with the micro-credit provider, state 
or husbands by providing supplementary schemes as described above. 
At formulation stage 
x Usage of loans – The majority of women spend the loans for non-economic
purposes such as to meet daily needs, as women have the prime responsibility for 
daily expenses. Consequently, there is need to give women space to develop their 
business by lifting their burden of daily responsibilities.
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decreased due to the economic crisis in 1998. Consequently, the size of the 
savings and loans should be adjusted to a reasonable amount allowing to start or 
to run new businesses. 
x Interest rate – Although the interest rate of these schemes is low (below the 
public bank’s rate) and is welcomed by women, some existing reservations 
against interest rate should be resolved to deal with cultural and religious 
constrains. However, if micro-credit charges high interest rate, its role to help the 
poor becomes questionable and it will become similar to the role of money-
lenders. There is need for further research into the ethics of charging interest 
rates for micro-credit when doing business with the poor.
x Duration of loans – The inflexibility of the duration of the savings and loans 
results in less enthusiasm among women, which can be seen from the demand for 
shorter time for each stage to be available. Therefore, savings and loans should 
be adjusted to a more flexible and adaptable business-like system allowing for 
shorter periods of the duration of loans.
x Collateral – For poor women, the consequences of micro-credit collateral (peer 
pressure or social collateral) are worse than from conventional collateral. 
Therefore, it is recommended that social collateral be carefully considered for 
any micro-credit system to work and to avoid additional distress to the very poor 
and weak women in the society. This can be done by making a new arrangement 
with women on the individual basis after listening to their problems and let them 
develop their own alternative to solving the problem.
x Approval time – The schemes have a weakness in terms of their fixed and 
inflexible mechanism and especially the long period of approval and 
disbursement. They do not encourage women to perform better and have no 
provisions for women who repay their loans earlier. There is a need for the 
schemes to be revised so that they can allow for a shorter time frame, offer more 
flexibility and high accessibility to meet the needs of both women and men. 
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recommendation is to adjust the schemes to allow to be repaid within a shorter 
repayment cycle. 
x Saving – Women are dissatisfied from the existing savings as they cannot 
withdraw their savings anytime especially when they need to cover temporary or 
emergency needs such as to pay medical cost or school fee for their children as a 
results of their financial constrains. There is a need for more flexible savings in 
terms of withdrawal time, amount of money, as well as of having individual 
accounts. For the poorest who are unable to meet their emergency expenses, 
there should be a financial support or free emergency service delivery.
At implementation stage 
x Group formation – Targeting women is a significant step towards economic
independence through micro-credit. Having this independence will lead to self-
confidence and will be beneficial to both women and men. These two 
government schemes are the right way to target women as their potential clients.
x Mobility – Javanese rural women have no cultural boundaries to go out to be 
active in income generating activities, and even the state encourages them to be 
active outside the home. However the reasons constraining them to be mobile are 
financial. Providing women with special concession transportation fees could be 
an alternative solution. However, this concession should be arranged in a such 
way that only women can use it. For example, the concession card should be 
made under the women’s name.
x Attitude of field supervisors – Although the majority of female and male field 
supervisors support women’s economic independence, most of them still believe 
that husbands have to be responsible for earning money. Their perception is a 
good sign to develop government schemes and this is consistent with GAD ideas. 
Men’s income responsibility towards their families is a reflection of men’s
involvement in micro-credit because they are expected to lift overburden on 
women. However, it should not be translated into restricting women to be active 
in the economy, or a reason to discriminate against women such as equal 
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micro-credit, husbands’ consent is not enough as women in general and in Java 
in particular are overburdened with various responsibilities. In other words, 
women are overburden with household chores and financial responsibilities and 
this situation as a reflection of marginality. It should be changed into a situation 
where women are given preference for not having financial responsibility. It can 
be done by providing them with supplementary schemes for immediate solution 
and/or educate men to become responsible husbands or spreading cultural 
awareness on this issue including on how the state should responsible for the 
most needing people. The purpose for this is to give opportunity to women to 
develop their business or any other efforts to empower them selves economically.
x Level of education – As the majority of women-borrowers come from a low 
educational background, micro-credit should be arranged in a simple way in 
order to attract women to join the schemes or using innovative procedures to 
educate women such as inviting other successful business women in their regular 
meetings. In the short term minimizing paper work therefore would ease them, in 
the long term however, part of the schemes can be provision of tuition for some 
basic literacy skills and can help to educate them.
x Lending method – These schemes have a hierarchical management system which 
is not appropriate for most of the members within a group. Government schemes 
and especially responsibility therefore should be changed to reduce hierarchy 
and allow individual members to perform all transactions related to operating 
and servicing the savings account and the loans. In the latter all members within 
the group are responsible for any failure or success by other members. In the 
existing schemes, the group leader is the only person who has the opportunity to 
contact other institutions, such as the bank and post office. This means that the 
remaining members have no chance to get accustomed to deal with more modern 
social and financial institutions. Consequently, they do not develop a responsible 
or businesslike behavior and they lack basic entrepreneurial skills.
x Repayment procedure – Field supervisors play an important role in the 
repayment process. Giving them additional incentives or reputation rewards 
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better.
x Advertising the schemes – Field supervisors use existing social organizations 
(such as PKK) to deliver their information about the schemes to women. In a 
rural society, stressing the positive impacts of the schemes to women is the best 
advertisement for other women who have not yet joined the schemes to do so. 
The opposite result, however, will impact in a negative way. Therefore keeping 
active in such kind of organization is an important effort. Besides, accelerating 
positive impacts of the schemes on women becomes a crucial point above all the 
others.
At evaluation stage 
x Indicators for success of the schemes.
1. None of the current indicators of successful schemes has sought the perspectives 
of the beneficiaries and participants – poor and rural women. The paradigm of 
indicators for success should be developed not only from an institutional basis 
(such as the number of women covered or the number of delinquent loans), but 
also from a women’s perspective. It means that in implementing these schemes,
the degree of success should depend on the positive impacts on women’s lives. 
Moreover, the evaluation should also be made to focus on the basis of women’s 
interests although institutional interests can still be taken into account.
Therefore, measures of the impacts of income generating schemes on women 
must be added to the indicators for successful schemes.
2. In conjunction with such kind of additional indicators, the best practice from
income generating schemes should also be included by adding gender indicators, 
ie. the degree of schemes’ impacts on women. It means the better the impacts on 
women’s life, the better the practice. It should be noted, however, that the impact
should not be at the expense of the future and present generations, such as the 
increase of debt. Therefore best practice have to have significant impact on 
women. These impacts have to become prime indicator for success of the 
schemes in the evaluation process. To avoid short term and long term expenses 
294for the present and future generation, sharing expenses between the parties 
involved is one alternative. Another alternative is charging high tax for high 
income earners in order to cover this expense (despite this will break WTO 
regulation). For eradicating poverty schemes, however, this exception should be 
accepted as an expression of social responsibilities from the’ have’ to the ‘have 
not’ either individually, group or countries.
3. Although the content of the schemes already has an evaluation mechanism, the
schemes should accommodate more the women’s need and suggestions from 
them, field staffs as practitioners in the implementation. This will allow constant 
improvement of the schemes in order for their goals of empowering women and 
eradicating poverty to be achieved. All the institutions involved in the schemes’
design, implementation and evaluation - such as the Indonesian National Bank, 
Post Office, and especially BKKBN at the central level – should reply positively 
and support the above recommendation. It is hoped that this could contribute to 
improving the management and running of the schemes in order to achieve their 
objectives and make a real difference in women’s lives. 
x Institutional performance – The field supervisors are positioned among three 
institutions (ie. BKKBN, Indonesian Post and the bank) and at the same time act 
as agents of change trusted by women-borrowers. Therefore, any 
recommendation from the supervisors should be taken positively for achieving 
better results from the schemes. Although moral obligations revealed by experts 
and stated in the Universal Declaration of Human Rights support favoring the 
weaker (e.g. poor women), the existing schemes reflect the interest of 
institutional sustainability. It is recommended focussing on borrower 
sustainability – ie. impact of the schemes on women – rather than lender 
sustainability (financial lender sustainability). It is ideal if the government and 
NGOs can promote this recommendation, however in the situation both cannot 
be expected, therefore raising poverty and gender awareness on individual and 
collective levels become alternative solution. In the long term it is hoped a 
cultural change favoring the victims (poor women) of development will open up 
more solution.
295x Impacts - Although savings and loans reduce women’s vulnerability temporary,
in the long term during repayment period the schemes’ impacts negatively to 
women. This is not only because the schemes have their weaknesses, but also 
women’s responsibility over household expenses makes it more difficult for 
women to have and develop their businesses. Therefore, reducing economic 
burden is one alternative through providing supplementary schemes. Besides, at 
the same time facilitate and educate them to develop their business by giving 
them applicable training and guiding them to have access to the market. At a 
local level, promotion to consume local product is challenging recommendation, 
although to do so it also needs consumer consciousness to support women’s 
business by consume their products as most of their products are at local 
markets.
9.2. Innovative model on gender empowerment and sustainability
All recommendations proposed above reflect providing a space for women. The 
current situation of gender inequality and economic disparities needs to be changed (see 
Diag. 9.1) and the factors impeding this happening need to be resolved. A new 
innovative model for government policies is required which can bring together the 
gender and sustainability perspectives including poverty alleviation. The model in 
Diagram 9.1 is an attempt to provide the framework to achieve this. It links women’s
empowerment with the operation of micro-credit and saving schemes. Within the 
existing internal constraints such as bureaucratic deficiencies in the schemes and 
external constraints such as crowded market and cultural bias, this model provide an 
approach how to accommodate women’s interest through micro-credit.
In other words, poverty and women empowerment cannot be separated from
class inequality and global inequality (market, regulation, massive debt) which 
marginalize women in rural areas. The existing policies on poverty reduction such as 
micro-credit and safety net cannot be sustained in the longer term or even in the short 
term. The theoretical analysis and empirical evidence from this research point out that 
women’s place and role within society need to be changed in order to achieve a more
sustainable way of living for the poor families in Indonesia or elsewhere in the world. 
296Diagram 9.1: Innovative model on gender empowerment and sustainability 
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297Although analysed in the context of Indonesia, the issues about gender inequality, 
poverty eradication and sustainability are strongly linked to globalization and the role of 
international financial institutions. A focus on the weak and establishing mechanisms
which favour women are long overdue at the local, national and global levels. Without
simultaneous coordinated effort, the gap will continue to grow deeper and wider. 
General recommendation for poverty solution and gender empowerment: 
x Review unjust financial, institutional and economic regulations which disadvantage 
the poor, at all levels from local to global. This recommendation is important to 
address external constraints. 
x Raising a cultural movement for poverty solution and gender inequality at all levels 
from individual to collective can develop awareness and action. This 
recommendation is important in response to the specific efforts to address poverty 
and/or gender inequality, such as micro-credit, social security, safety net and so on. 
9.3. Further research 
This thesis has illustrated the problems associated with micro-credit schemes and 
put forward recommendations on how to overcome some of the major obstacles. 
However, the recommendations put forward are considered to be part of the global 
situation and substantially agenda. More work is required to achieve stronger impact to 
empower women and reduce poverty. 
        Further research is needed to develop this area of knowledge and contribute to 
substantial changes in women’s position and opportunities around the world. Among
other issues, this research should include: 
1. Research to trace the link between the global economy and the marginalization of 
local women leading to them being trapped in poverty and gender inequality. The 
findings from this research will be a starting point to find the causes of global 
poverty and gender inequality. 
2. Research on advantages and disadvantages of micro-credit to developed and 
developing countries. The findings from this research are important as these two 
groups of countries are linked closely within the micro-credit regime.
298The findings and recommendations, as well as the innovative model proposed 
will not solve the many complex problems associated with poverty and gender 
inequality. However, the recommendations put forward in this thesis will hopefully 
make a difference and lead to more positive impacts for women.
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